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ABSTRACT 


IM poe oi tols thesis is to construct and evaluate 
N AM et nadie approach for the accounting of investments 
O iieers. Specifically, the thesis identifies the 
costs associated with the career progression of a naval 
officer as either an expired expense or as an investment 
in the future. Cost comparisons are made between this 
approach and the more traditional method which look at 
UCM costs. This thesis also identifies total costs 
Ee ee vith a particular group of officers over their 
entire career as well as retirement years. The Naval Officer 
Investment Model was developed as an integral part of this 
Eta Hnd has been used to compare alternative approaches 
for accounting for the investment costs associated with a 


naval officer!s career. 
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E. PURPOSE AMD METHODOLOGY 


A. BACKGROUND 
The objective of this study is to provide Navy manpower 
decision makers with better tools to manage effectively and 
Eli iodenuiy the Navy officer corps. 
The Defense Manpower Commission stated in April of 1976: 
The Department of Defense, as soon as adequate data are 
available, should te required to gather and report accurate 
and complete data on costs to the Government of each kind 


of manpower, considering the total, life-cycle costs of 
each. (DMC, 1976) 


zi 
E 
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As oi this date no documentation can be located 
would indicate that the DMC recommendation has been fully 
implemented. Since the advent of the All-Voiunteer Force 


(AVF) there have been many studies (0SD 1979, OSD 198 


S 
se 


MMTF 1982 and GAO 1982) on the effectiveness and efficiency of 
tne military comvensation system and its ramifications on 
military manpower issues. Emphasis has been placed on the 
relationship between the military compensation system and the 
GEN in oi whe enlisted forces of each of the Services. The 
General Accounting Office (GAO) has identified over 1,500 
documents vertaining to the evaluation of the enlisted bonus 
System utilized for enlistments and reenlistments. Of these 


1,500 documents, GAO seriously evaluated 150 studies and con- 


died  ibNLhere are still no definitive answers to the 
questions of effectiveness and efficiency.  (GAO, 1982) 





Instead of attempting to expand the research on the 
effectiveness and efficiency of managing the enlisted force, 


mec oulay ecOoncentrated on the officer corps. 


B. METHODOLOGY 

Human resource accounting is a systematic method for helping 
management plan and control personnel more effectively and 
Eerelently. Costs are normally analyzed over a life-cycle by 
evaluating the costs associated with the recruiting, training, 
peecwetiye years and retirements of the organization's work 
force which is also the method recommended by DMC (1976). The 
mundo resource accounting method can be apolied to both civilian 
Meomiieemuary work forces, including officer and enlisted forces. 
(NPRDC 1981, 1980) Costs associated with human resource 
accounting methods can be divided into two categories: (1) 
expenses, and (2) investments in assets. Expenses are expired 
costs which are matched with particular benefits during a 
specific period when received. Investments in assets are 
unexpired costs which will generate expected benefits to the 
Organization and be realized at some time in the future. These 
investments in assets become expenses to the organization at 
Rune cuture benefits are realized. | (Flamholtz, 1974) 

Current approaches utilized for analyzing human resource 
accounting include: (1) measuring costs incurred during the 
career of people in the organization, (2) attempting to cal- 
culate the costs necessary to replace existing personnel, and 


(3) estimating the future productive value potential as a 





MM  Erence between marginal productivity and marginal costs. 
(Pecorella et al, 1978) Each approach is used to provide 
management and decision makers with information to more 
emmectively and efficiently control the organization. 

A common example used to describe the human resource 
accounting method is the personal investment decision about 
Beene to or foregoing a college education. The ramifications 
of this decision can be hypothesized by computing the present 
value of future benefits (PVB) accruing from a college educa- 


lei as depicted in figure 1.1. 


C HS 
65 La la 

PVB = Y ELEC 
a=22 o Se 


Figure 1.1 PERSONAL INVESTMENT 
represents the earnings that can be achieved by the 
Es od Ese "a" Gf he or she obtains a degrees, and YHS 
Ee Ede the earnings that the same person can expect at age 
us he degree i5 not pursued. The personal decision can 
then be determined by the selection of the alternative path 
with the greatest present value to that person. (Bellante and 


Jackson, 1979) 
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Human resource accounting can be used to maximize the 
ENG cleneycand effectiveness of future decisions. As an 
example, the Navy Personnel Research and Development Center 
(NPRDC) has developed a billet cost model to predict the cost 
ticas à naval officer in a billet or job associated with 
a particular designator and pay grade. Specifically, the 
NPRDC model "Life-Cycle Navy Officer Billet Costs -- FY 81" 
ERES CSS the average total cost for an officer billet over 
N tv Of years Using the following costs: 

1. Direct costs, including basic pay, allowances, hazard 
pm anda medical costs. 

2. Training and retirement costs, which are amortized 
over the number of years personnel are expected to remain in 
the Navy. 

3. Overhead (fixed) costs, which are associated with all 
personnel regardless of designator or rank (e.g., those 
incurred for maintaining medical facilities). (The cost 
elements used by NPRDC in the 1981 billet cost model are 
currently being updated (Butler, 1983)). 

Explicitly, this model and other NPRDC billet cost models 
for the enlisted force and civilian personnel are designed to 
permit decision makers to: 

, . make decisions by (1) weighing costs of candidate 
systems approaches that may be more manpower-intensive 
against those that may be less manpower-intensive, and 
(2) comparing hardware, software, and manpower costs of 
such approaches. (NPRDC, 1981) 

eme male, the manpower decision to create or add an officer 


Me or an 0-6 aviator for a period of 10 years would cost 


IN 





$211,430 (utilizing a 10 percent discount rate). Presumadly, 
the decision maker can now weigh the expenditure of $411,450 
for the officer billet against similar expenditures for ovner 


meets, hardware or softwar 


(D 


. (NPRDC, 1981) 


As another example, Butl (1982) has taken the approacn 


(D 
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that the Services invest in the future work and performance 

of an individual. The decision to be made by manpower managers 
3s whether or not the individual can and will provide a 

return on the "investment". The following diagram is used to 


illustrate his theoretical approach. 


MARGINAL 


PRODUCT Marginal 
Product MC E. Lc 
& COST 4 Ber D 
PE | —— ME E O 
EE 2 —— Billet Cost 
M4 E 
7 / 
"A A 
O 
n 2 To LENGTH OF SERVICE 


Human Capital Costs and Returns 


Figure 1.2 MARGINAL PRODUCTIVITY 





Butler stated the following about the marginal product of 
Ee: 


vhe serviceman during his career as depicted by figure 1 


Eie tiet at tirst it is zero, then it rises to #1. 

Mtra School period during which the individual is trained 
ENG: ou his first job. In that job his productivity 
rises, due to experience, from M1 to M2 over some period 
puc [2 às another training period during which h 

nas no marginal product. Notice however, that upon returning 
to regular duty, his productivity now proceeds along a 

new, higher vath, starting at M3. (Butler, 1982) 


Tne shaded areas represent the "investment costs". 
mmectally, vais cost is represented with its height as the 


FEE eens ls billet cost and its width as the length of the 


po 


bunc periods. 


HEN ao sded above, recent work on human resources accounting 
EM ii he Identification of a return on investments. 
as return is defined as vine difference between ihe marginal 
pou eaey Of the individual compared with the marginal or 
Znerementa' eost associated with keeping and training that 
individual. However, this work is only in the theoretical 
Stace. (Butler, 1982) 

The approach taken by Butler with respect vo the non- 
Emei ty of military personnel during training can be a 


EI 


Mo. o? discussion. Military duties continue even while 


O 


oa are undergoing all levels of training. Such duties 


i2 


nclude watehstanding and assignment as Section Leaders. 
Bush the Butler approach has the potential to focus 

on the long-term effects of management actions, the traditional 

approaches to human resource accounting methods have focusec 


on the short term outcomes and provide very little data 


IS 





on the relationships that exist between these outcomes and 


their long-term effectiveness. (Pecorella, et al, 1978) 


we PURPOSE 

“it ar pose oi this study 1s to construct and evaluate a 
MEd model of accounting for the investment in naval officers. 
me purpose of the model is to determine "long-term" effects 
“ne Gosis associated with the recruiting, training, active 
MG vars and retirements of individual naval officers. 
This new model is called the "Nayal Officer Investment Model" 


Hat. port] ooN e costs 


sd 


er 


(NOIM). It is designed to identify 
associated with maintaining a naval officer which are invest- 
Ms in assets directly linked with certain aspects of an 
mieavidual naval officer's career. 

ICA 2S designed to concentrate on the investmenv in 
the individual naval officer rather than upon the marginal 
costs associated with adding or deleting of billets or the 


icer. The NOIM is based upon the 


O 
HH) 
Ft) 


replacement of that 
EED Ui on that current human resource accounting methods used 
Within DOD do not provide manpower managers with the ability to 
analyze the effects of management actions on the individual in 
the organization. The NOIM analyzes each individual naval 


3 


ficer as representing a potential source of benefits to the 


tty 


O 
luos point in the future. “While current emphasis has 
been on the short-term as noted previously, ine NOIM analyzes 


paw orm effects Of management actions taken during a 


14 





naval officer's career and evaluates the result of these 
management actions on the subsequent professional development 
Soa Oreomotions for that naval officer. 

The NOIM provides the capability to analyze the management 
of costs associated with a naval officer's career with respect 
Ron Cristina issues of major accounting importance. Inekuded 
among these issues are (1) What costs should be considered 
as investments in assets?, (2) How should the costs be allocated 
over time?, (3) What costs should be considered as expenses?, 
and (4) How should the costs be displayed to management? 
(Flamholtz, 1974) 

CoS evaluated with the NOIM are for the life-cycle of 
a naval officer as recommended by the DMC (1976). The NOIM 
IC exento irom existing human resource accounting methods. 
The NOIM is different from the first method of measuring and 
Summing costs incurred during the career of people in the 
Smeanizacion. The NOTM Cocsimet sume lot Tae sos ml ra dher 
attempts to provide Navy manpower managers witn a differen- 
sus sion Oeyween costs incurred for performing a specific joo 
Ie es which represent benefits to be derived in the future. 
(A detailed discussion of the parameters of the NOIM are con- 
peca Chapter 5). 

The NOIM is also different from the other two human resource 
comme methods because it does not focus on marginal costs 
Moe vandasne recent emphasis in that direction. The marsinal 


Bee ur ed ın tne current human resource aceounsing methods 
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are related to both future productivity and replacement cost 


un 


Because both of these costs are still theoretical for mili 


ct 


ary 
personnel including officers (Butler, 1982), the NOIM places 
emphasis on a new metnod for differentiating among costs and 
their portrayal for an individual officer. The NOIM attempts 
Rep denvify some of the costs pertaining to the recruitment, 
training, active duty and retirement of an individual officer 
as an investmeny in that career for benefits to be derived 

av some future date. 

EN eet of the NOIM was to identify and attempt to 
MED vii che expectations or future benefits to be provided 
l]aUutBre naval officers. As naval officers are commissioned 
Em tie Navy each has the potential for becoming a Fiag Officer 
Ena the Chief of Naval Operations (CNO). The NOIM evaluates 
those aspects of the naval officer's career which are designed 
pemenhance the probability of selecting the "most qualified" 
BRO some 30 years after commissioning. One of the purposes 
for the NOIM is to provide manpower decision-makers with a 
Meurer understanding of cost trade-offs associated with 
uuccmonusof the naval officer corps. 

The billet cost model used by NPRDC (1981) provides the 
manpower decision-maker with an opportunity to evaluate wnether 
vo add another billet or additional hardware or software. 
However, She model does not reflect the total decision facing 
the manpower decision-maker. The NPRDC model does not consider 
be cOtentiel held by the individual naval officer for fu 


assignments or career progressions. 
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The NOIM can be used to expand the decision-maker's time 
horizon. Furthermore, the NOIM utilizes the current state of 
military compensation levels as of 1983. This represents a two 
year update in associated costs alone over the NPRDC 1981 
model. During the development of the NOIM an analysis was 
conducted to document the Navy's stated objectives for the 
peectessional" development of naval officers. This step 
included a review of training, promotion flow points, graduate 
education as well as the professional development of Unrestricted 
Line (URL) Officers. The provisions of the Defense Officer 
Personnel Management Act (DOPMA) (1980) were also analyzed 
an conjunction with the Navy's policy objectives. This step 
was required to insure continuity between Navy policy and 
prerequisites and the 1980 Congressional action with respect 
to officer management within the Armed Forces. The purpose 
oí the investigation into the professional development issue 
Mase vo permit the identification of rules to be applied with 
“Eed to tne Military compensation system. These rules were 
required in order to determine how costs should be allocated 
for naval officers as either expenses or as investments in 
assets and tne periods of time for which the costs were to 
Besconsidered. 

As part of the development of the NOIM a comparison Detween 
costs derived from the traditional human resource accounting 
methods and the costs derived by the NOIM was conducted. A 


Ede csriaroup of naval officers has been analyzed over a 
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20 year period permitting an evaluation of the differing metnods. 
As a result of this evaluation, an attempt has been made to 
quantify the investment value to the Navy of naval officers 


E certain pay grades. 





II. COMPENSATION ELEMENTS 


A. GENERAL 

The purpose of this chapter is to discuss the military 
compensation system and its relationship to the management and 
professional development of naval officers. 

The military compensation system is designed to attract, 
retain and maintain a force capable of meeting current and 
future contingencies. The military compensation system has 
evolved over the past 200 years and represents a system of 
pays, allowances and benefits. The only element of the compen- 
sation system that às received by all military personnel is 
Basic Pay. All other elements are designed to satisfy a 
particular need or to recognize a unique set of circumstances. 
Peferalty the military compensation system is broken into 
the following categories: (1) Regular Military Compensation, 
(2) EEN EN id allowances, (3) other compensation elements and 
(4) nondisability military retirement. (0SD,1983) This chapter 
will discuss these elements in the same order. Furthermore, 

a costs and Ocher noncompenSation costs will also oe 
discussed. 

This review of the elements of the military compensation 
System was considered as a necessary prerequisite to the review 
ec es ion about costs being eicher expenses or invesumenss 


in assets. There are two major purposes for the detailec 


us 





review of the words associated with the compensation systen. 
First, compensation elements are the result of specific 
legislation and are not readily changeable without the advice 
and consent of the Congress. This means that literal inter- 
pretations of the law must normally be followed with the 
application of the incentive pays. Second, in many cases 
the legislative language provides the only basis to determine 
whether an incentive pay or allowance represents an expense or 
an investment in an asset. (OSD, 1983) A critical issue is 
Wim Consressional intent for the dollars used during the 
Management and professional development of all military 
personnel. In some cases, this review of the elements of the 
military compensation system provides the only documentation 
for a particular pay or allowance and its intended purpose. 

The Office of the Secretary of Defense has recently published 
a new publication (1983) containing the legislative and regula- 
tory history of all of the various elements cf the military 
Compensation system. This publication was prepared in pre- 
paration for the Fifth Quadrennial Review of Military Compensation 
(5th QRMC) to be conducted during the summer of 1983. The 
publication is intended to represent an accurate summary of 
each compensation element, including some budget implications, 
So ly 1982. 

The @uadrennial Reviews of Military Compensation have 
been established by law (Title 37, US Code) to review the 


state of military compensation elements. As such, each element 
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is to be analyzed for its purpose and appropriate dollar 
amount. The 3rd QRMC reported its findings in 1976. The 
4th QRMC was not conducted because the Carter Administration 
considered the findings of the President's Commission on 
Military Compensation (PCMC) 1978 to have fulfilled the 
legislative requirements for conducting a quadrennial review 
of military compensation (Oglobin, 1983). 

D ererenees to the elements of the military compensation 
“ven have been taken from the "Military Compensation Back- 
ground Papers, Compensation Elements and Related Manpower 
DOS items, Their Purpose and Legislative Background" unless 


noted otherwise. 


B. REGULAR MILITARY COMPENSATION 

Regular Military Compensation (RMC) is defined in U.S. 
Meee latle >7 as the combination of 'Basic Pay, Basic Allowance 
for Quarters (BAQ), Basic Allowance for Subsistence (BAS) and 


the tax advantage that accrues because these two allowances 


are not taxable, Bach of these elements will be discussed. 


A 


LO 


tor mary means for compensating military personnel 
for services rendered is basic pay. Every member of the 
MA Officer and enlisted, is entitled to continuous 
receipt of basic pay while on active duty with the following 
exceptions: (1) during certain periods of unauthorized 


absences, (2) while executing excess leave, and/or (3) while 


ENT 





serving in confinement after an enlistment has expired. This 
is the only pay that is provided on a regular basis to an 
individual. Basic pay rates are determined on the basis of 
individual pay grade and length of service. 

It is estimated that approximately 285,078 officers 
in the Armed Services are currently receiving basic pay. For 
commissioned officers the monthly rate for basic pay ranges 
from a low of $1,056.60 for an 0-1 with less than two years 
service to a maximum of $4,791.60 for an 0-10.  Increases 
basic pay Occur at a promotion flow point to the next higher 
pay grade and at designated longevity steps. Longevity step 
increases recognize additional experience gained while serving 
in a particular pay grade. Normally, these longevity step 
increases terminate at the promotion flow point to the next 
higher pay grade. The format and percentage step increases 
Eowrsonedoin the basic pay table can be traced to July 1922. 

Annual adjustments in basic pay levels are prescribed 
ala. The intent of the annual pay adjustments is to reflect 
Wage growth in the private sector. Various surveys of private 
sector workers have been analyzed over the years in order to 
mocayera "representative" grouping to act as a basis for 
measuring wage growth. A common misconception is that the 
military pay adjustment process is designed to reflect annual 
increases in the cost-of-living. The intent is to reflect 
wage growth and not price growth. (MMTF, 1982) 

The history of the military compensation system documents 


ne oractice of having a basic pay to represent an "expense" 
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for services rendered. However, basic pay is not the only 
compensation element that covers a period of active duty in 
waren the services are rendered. Additional pays and allowances 
based on conditions of service have been authorized as far back 
as the days of the Continental Congress. The two major allow- 
ances are the allowances for quarters and for subsistence and 
well be discussed next. 
2. Basic Allowance for Quarters 

Ihe military compensation system has continuously 
teflected the requirement for tne Government to provide either 
adequate quarters for the military member and dependents or 
tc provide a cash allowance when adequate quarters cannot 
EN oed. Basic Allowance for Quarters (BAQ) is the cash 
allowance that is provided when adequate quarters cannot be 
provided. Adequacy standards for officer quarters can be 
traced back to tne mid-1800's and are generally based upon 


family size and pay grade. When adequate government quarters 


bh 


Pano be provided BAQ is intended to cover both the cost o 


of 


sie al. native housing as well as additional costs incurre 
Por usilities. In 1980 Congress enacted legislation implementing 
the Variable Housing Allowance (VHA) which is designed to 
Hx sc unique housing costs associated with a particular 
MO Ca Lon. 

ee os ME tel 214,403 officers in the Armed Forces 
are receiving 3AQ. Of this number, over 161,000 are also 


receiving VHA to supplement BAQ rates in high-cost areas. 
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¿ntitlement to BAQ is based upon both pay grade and 
dependency status. A single 0-1 is currently eligible for a 
monthly BAQ of $214.80 if adequate quarters are not available. 
A similar 0-1 with dependents would be eligible for $279.60 
if serving under the same circumstances. An 0-10 without 
dependents could receive $489.00 per month while an 0-10 
with dependents could receive $611.70 per month. BAQ rates 
are adjusted on an annual basis by the same percentage increase 
Walch accrues to basic pay. There is, however, no direct 
EU cowcen BAQ and increases in housing costs during the annual 
adjustment process. VHA does vary with actual housing and 
costs being experienced in agparticular locale. As 
e cne combined total for VHA and BAQ can roughly 
Sia ne total sum for housing in a particular area. 

3. Basic Allowance for Subsistence 

Officers have traditionally received a cash allowance 
to help defray a portion oi vie ooste Ao sere OS 
mis cash allowance is Basic Allowance for Subsistence (BAS). 
iis: ean allowance, unlike BAQ, is intended to cover a portion 
une Orficer’s subsistence costs without reference to 
dependency status or to pay grade. 

All officers receive the same monthly cash allowance 
of $94.39. BAS is normally increased on an annual basis by 
the same percentage increase received by basic pay. There is 
no direct correlation between the annual increase in BAS and 


oa is! inereases in food costs. The cash allowances 


e 





provided to enlisted personnel did previously have a direct 
linx to the raw food costs paid by the Government during food 
preparation. Today, however, this direct link for enlisted 
personnel has been broken. Although enlisted cash allowances 
are now increased the same as Officer BAS rates, enlisted 
personnel can receive $135 per month to help defray food costs 
when food is not provided by the Government. 

4. Federal Income Tax Advantage 

The cash allowances for quarters and subsistence are 
not taxable and therefore a Federal income tax advantage 
accrues to each member. Congress has determined that some 
recognition of this tax advantage should be made because it 
eeeceutvely increases the compensation received by military 
personnel. Discussions of the Federal income tax advantage 
gO as far back as a 1925 decision by the United States Court 
of Claims. 

Conceptually, the Federal income tax advantage is the 
additional benefit that accrues to a military member because 
Of not taxing certain cash allowances. dowever, there is no 
accurate measurement of an actual Federal income tax advantage 
because it is different for each military member. These 
differences are a result of total income received by the military 
member as well as dependency status and dependent's additional 
income. The Federal income tax advantage has been described as 
an increased benefit for the individual military member and as 


ERR o, revenue to the Government. Ene Jose ot ne “eers 
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CE Government is in the nature of an "opportunity cost" 
Mito regone taxes and mot a "cost" that is considered as a 


part of the annual budget process. 


C. PAYS AND ALLOWANCES 

The military compensation system is a system of pay and 
allowances. All military personnel receive basic pay and 
either cash allowances for quarters and subsistence or in- 
kind benefits of housing and food. All of the other elements 
of the compensation system are designed to reflect different 
circumstances or management requirements of the Services. 
its seeison will provide a discussion of the current military 
WS end allowances as well as their current values and costs. 
Table I is a summary of the pays and allowances. 

1. Incentive Pays 

Incentive vays are designed to supplement RMC and 
provide additional tools for manpower managers to induce 
mountr Military personnel into certain careers or to 
vol arily serve under specific circumstances. 

[jee four major incentive pays for naval officers 
include: (1) Aviation Career Incentive Pay and the Aviation 
Career Continuation Pay, (2) Nuclear Career Accession Bonus, 
Nuclear Career Annual Incentive Bonus, and the Nuclear 
Qualified Officers Continuation Pay, (3) Submarine Duty 
Incentive Pay, and (4) Career Sea Pay. Special Pay for 


Health Professicnals and the Engineering and Scientific 
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TABLE 


H 


PAY AND ALLOWANCES SUMMARY 


Title 


meceleration subject duty pay 
Byıatıon career incentive pay 
mybablon Career continuation pay 


Career sea pay 
Continuation pay for dentists 


Death gratuity 

Pecoleratizon subject duty pay 

Demolition duty pay 

Dependency and indemnity 
compensation 

Dislocation allowance 

Diving duty pay 

Engineering and scientific career 
Sentanuavion pay 

Family separation allowance 

Hi she deck duty pay 

Flight pay (air weapons control 
E ces) 

Flight pay (crew member) 

Flight pay (noncrew member) 

Glider duty pay 

High pressure cnamber duty pay 

A etile tire pay 

Leprosarium duty pay 

Low pressure chamber duty pay 

Nuclear career accession bonus 

Nuclear career annual incentive 
bonus 

Nuclear qualified officers 
continuation pay 

Operational submersible duty pay 

Oversea station allowances 
Moe or living 

- housing allowance 

Parachute duty pay 

Personal exposure pay (toxic 
pesusesdes, etc. 

Quarters allowance (BAQ) 

Beswonsibiljty Pay 

Retired pay 

Separation pay 

ed pay cor health 
Proressıonals 


27 


range 


$110/month 

$125-$400/month 

¿ months basic pay 
times years extend 
SUSO monta 

2-4 months basic 
pay times years extend 
$800-$3,000 
$110/month 

$110/month 

DOOR Mana 


ll monta BAQ 
$200-$300/month 
$3,000/year 


$30/month 
$110/month 
oso month 


SEP nome 
$110/month 
$110/month 
$110/montn 
$65/month 

TO mor th 

INFO) month 

3,000 maximum 
56,000/ year maximum 


$28.000 maximum 
$/40/month 


DESC A 70/day 
20 lee. 93/day 
$7 il 0/mon vn 
$110/month 


117.002 551 1. 20/0025 
OS SiO monte 

50-75% of basic vay 
$30,000 maximum 
SERVE ae 
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Career Continuation Pays are also significant incentive pays 
but are not normally available to Navy Unrestricted Line (URL) 
BE eis and are therefore not an integral part of this 
presentation although they represent significant tools for the 
career management of physicians. Each of the four incentive 
epee will be described in detail, with other incentive pays 
Being described briefly. 


o Aviation Career Incentive Pay/Aviation Career Continuation 





Pay 

Aviation Career Incentive Pay (ACIP) and the Aviation 
Career Continuation Pay are designed to provide an incentive 
Pewee order Tor the Services to increase their ability to 
attract and retain officers in an aviation career. These two 
Ma@centive pays are aimed at gaining "volunteers" for service 
Ra aviasion. (OSD, 1983) 

Mee payment of "flight pay" has been associated with 
meen Since the early days of military officers flying 
airplanes. However, the original "flight pay" was only provided 
in recognition of the hazardous nature of duty involving 
NE c 03)95i/snes. In 1974 the Congress enacted the Aviation 
Career Incentive Act of 1974 with ihe specific purpose of 


increasing the ability of the Armed Forces to atvract and 


ficer aircrewmembers. Furthermore, the new legislation 


It, 


retain o 
was to provide: 


flight pay as not simply recompense for undertaxing occasional 
hazardous duty but as an incentive pay for undertaking a career 
that is, on a continuing basis, more hazardous than other 
service careers and at the same time involves a capacity to 





absorb special professional training which represents a 
considerable investment on the part of the Government. 
(House Report No. 93-799, pp. 1 and 3) 


PeR olloning description of the Structure of ACIP is 
Beoyıded by OSD, 1983: 


bowcstaolish an incentive for officers to undertake a career 
in military aviation, the Aviation Career Incentive Act of 
1974 (1) established a system whereby an officer involved 

in the "frequent and regular performance of operational or 
proficiency flying duty" under competent orders was entitled 
to continuous aviation career incentive pay independently 

of whether, at any given moment, he was actually assigned to 
flying duty; (2) set ACIP rates based on the length of an 
ice is aviation service rather than on his grade and total 
military service; (3) set the highest ACIP rates for the 
years immediately following the completion of an officer's 
first obligated tour, which normally coincided with tne 
mepetomon-critical, flight-intensive, period of a career; 
and, (4) provided for the progressive phasing out cf ACIP 
entitlements in the senior, less-flight-intensive, years of 
a commissioned career, with total elimination of ACIP 

ME ener ts after 25 years of officer service. (OSD, 1983) 


ENE rates are depicted in Table IL. 
The Department of Defense Authorization Act of 1981 
(Pub. L. No. 96-342,94 Stat. 1095-1096) provided for the 
establishment of a special continuation pay for aviation career 
mericers in addition to ACIP. This Act provided the Service 
with the Aviation Career Continuation Pay as an additional 
incentive pay to help stem growing losses of aviators to the 
or sie sector. Specifically, the Act provided: 
pe ment to a qualified and electing officer of up to 
uuu uH Ss basic pay for each year such officer agrees to 
remain on active duty beyond the expiration of his obligatec 
service. Officers qualified for such pay must (1) be entitied 
to ACIP, (2) be in a grade below 0-7, (3) be qualified +0 
perform "operational flying duty", (4) have at least 6 but 
less than 18 years of service as an officer, (5) be in an 


aviation specialty designated as "critical", and (6) have 
executed a written agreement to remain on active duty in 





TABLE II 


A NS 


Commissioned Officers 
Manor Aviation 

rer (including flight 
training as an officer) 


Phase I 
2 or less 
Üver 2 
Over 3 
Over 4 
Over 6 
Phase II 


- 


Years of Service as 
ME Did si oned Officer 


Over 18 
Over 20 
Over 22 
Over 24 
Over 25 


31 


“Monthly Rate 


Montnly Rate 


$370 
349 
219 
280 
250 





aviation service for at least one year. The aviation ca 
Fontinuavion pay authorized by the provision in issue wa 
eddition to any other pay and allowances, including ACIP, 
bo which an affected officer might otherwise be entitled. 
@sD, 1983) 


Ihe Aviation Career Continuation Pay is a short-term 
remedy to current retention problems and does not represent a 
long-term incentive pay for the attraction and retention of 
military aviators. (OSD, 1983) 
E Nuclear Officer Incentive Pays 
There are special continuation, accession and annual 
mieontive pays for nuclear qualified officers. These pays can 
apply vo both nuclear surface and nuclear submarine officers. 
Es tie aviation officer incentive pays, these nuclear incentive 
mee are designed to encourage the voluntary entry and retention 
MEI N: wurained officers. The first nuclear trained incentive 
BE was authorized in 1969 (Pub. L. No. 91-20,83 Stat. 12) with 
mae. stated purpose of: 
est) o arrest and reverse a rapidly increasing rate of 
resignation by qualified nuclear submarine officers, thereby 
lu minimo ssi ticient qualified offieecr personnel to meet 
EE LE and future manning requirements of the nuclear 
ENE id me force; and Second, to maintain a sufficient officer 
Merc moi qualified nuclear submarine officers to make possible 
a viable sea-shore rotation, including appropriate and meaning- 
NE Mis tion of the postgraduate education program. The 
EE Do. or the legislation would be effected by authorizing . 
Memo pbscantia! monetary bonus to certain nuclear trained 
EN usse offileers who voluntarily extend their period of 
active service. (House Report No. 91-141, p. 1., accompanying 
H. R. 9328, 91st Congress, 1st Session) 
io nuclear trained surface oiiicers are also 


qualified for entitlement to the incentive pays under certain 


circumstances. There are three separate incentive pays: 





(1) Nuclear Career Accession Bonus with a maximum payment of 
$2,000 to access into the nuclear program, (2) Nuclear Career 
Annual Incentive Bonus with a maximum payment of 36,000 per 
year, and (3) Nuclear Qualified Officers Continuation Pay 
with a total maximum payment of $28,000. These incentive pays 
have been updated by the Congress more frequently than any 
Mi Er orfieer incentive pays reflecting both the interest in 
Maintaining a nuclear force as well as the competition with the 
dade sector for nuclear trained officers. 
o. Submarine Duty Incentive Pay 

Submarine Duty Incentive Pay is similar today to 
ACIP. The purpose of Submarine Duty Incentive Pay is to 
podes am additional incentive pay to increase the Navy's 
Ev co atiract and retain volunteers for duty in submarines. 
Ms jncentive pay is not restricted to nuclear submarines and 
mao Longer only in recognition of the hazardous nature of 
duty in submarines. 

Originally, submarine pay was provided only when 
4 military member was actually serving aboard a submarine and 
Was generally recognized as "hazard duty pay". Today Submarine 
E incentive Pay is very similar to ACIP with continuous 
payments to qualified personnel who have served a minimum period 
EN: in submarines. About 4,620 officers are currently 
meeccivyineg Submarine Duty Incentive Pay at a cost of about 
$15,666,000 annually. Officer Submarine Duty Incentive Pay 


^ 


rates range from $120 per month for an 0-1 with less than 2 
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A 


years of Service to a maximum of $440 per month for C-5 and 
0-6's as well as O-4's with over 6 years of service and 
0-3's with over 6 years of service. 

C: Career Sea Pay 

Career Sea Pay is one of the newest officer incen- 
tive pays. ¡his incentive pay is designed to provide an 
additional payment to officer and enlisted personnel serving 
at sea in ships in recognition of the greater-than-normal 
arduous nature of sea duty. Furthermore, the incentive vay is 
a retention device to target manpower dollars to skills 
EE Ui red at sea. (OSD, 1983) 

Officers traditionally received sea pay until the 
ai tl ement to sea pay stopped in 1949. However, the Congress 
in 1980 recognized the worid-wid history of providing officers 
at sea a differential in pay because of the arduous duty and 
eet y separations not encountered in other aspects of military 
eeevice. Today naval officers are again eligible for receipt 
Sf sea pay while serving in ships. Officers are not, however, 
eligible for receipt of Career Sea Pay unless they are serving 
aboard a shiv and are an 0-3 or above. (Former enlisted 
personnel who are now serving as officers can receive Career 
Sea Pay.) Officers must also have served a minimum of 3 years 
aboard a ship prior to first payment of Career Sea Pay. Career 
Sea Pay rates for officers range from $150 for an 0-3 with 3 
years of duty aboard a ship to a maximum of $310 for an 0-6 


ome [2 years of duty aboard a ship. The Career Sea Pay 
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legislation also provides for an additional payment of $100 
per month for all officers receiving Career Sea Pay if they 
Maye served aboard ships for more than 36 consecutive months. 
The additional $100 per month premium terminates when the officer 
transfers to shore duty and leaves the ship. It is estimated 
that 8,296 officers are currently receiving Career Sea Pay 
at a cost of $20,743,000 per year and about 500 officers are 
receiving the additional premium of $100 per month. (OSD, 1983) 
d. Other Incentive Pays 

The other officer incentive pays and their stated 
mnp oses are included in this subsection. These incentive pays 
are not Navy-unigue and therefore, officers of the other 
Bervices are also eligible for receipt of the incentive pay. 
In some cases it has not been possible to determine the number 
in receipt of the incentive pay by individual service (however, 
these numbers are relatively small). 

Might Dav" Por Officers who ply but are not 
crewmembers is provided to help the Armed Forces induce 
ousie to volunteer for flying assignments even though 
BD are noi aviators. The incentive pay is also in recog- 
nition of the hazardous duty associated with flying. The 
rate of monthly pay for this incentive pay is $110. 

"Flight Pay (Air Weapons Control Officers)" is 
“ET aned Go provide an additional incentive to attract and 
retain officers as air weapons controllers on airborne warnin 


Encontro! aircraft. This incentive pay is provided vo 
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Air Force officers only at this time since naval officers 
serving in such assignments are currently receiving ACIP as 
Hai tors. 

"Operational Submersible Duty Pay" is to provide 
an incentive to attract and retain Navy volunteers for duty in 
deep submergence vessels and deep submergence rescue vessels. 
Epproxrmately 15 naval officers are eligible for this incentive 
pay. 

ou mucck Duty Pay” is an incentive Day Lo 
induce volunteers to duty involving the launching and recovery 
mapecircraty On ships. This incentive pay is in recognition 
Ni: more Bhan normal danger associated with flight deck 
Operations. The monthly rate of this incentive pay is $110 
and received by approximately 1,200 naval officers. 

"Glider Duty Pay" às an incentive pay to induce 


lots do 


J 
He 


volunteers for glider duty. Although, naval test 
fly gliders at the Naval Air Test Center they do not receive 
this incentive pay because they are already receiving ACIP. 
"Degolicron Duty Pay" is designed to induce volun- 
teers for duty involving the demolition or neutralization 
of explosives, and to compensate them for the more than normally 
G@emeerous nature of such duty. The monthly rate for this 
incentive pay is $110 and is received by approximately 600 
Ecosse in aligof the Services. 
"Experimental Stress Duty Pay" is to provide an 


inducement for volunteers for duty involving an unusually 





high level of physiological or other stress. Such duty would 
include (1) duty as a human acceleration or deceleration 
experimental volunteer, (2) human thermal experiment volunteer, 
or (3) high-pressure (hyperbaric) or low-pressure (altitude) 
chamber human test volunteer, research technician or inside 
instructor/observer. The monthly rate for this incentive pay 
is $110 and is received by about 251 officers in all of the 
Services. 


"Leprosarium Duty Pay" is to induce military 


[s 


volunteers to serve in Federal leprosaria. There are no 
Mary personnel serving in such duty today. 

"Diving Duty Pay" is designed to induce volunteers 
for diving duty and to compensate for the more than normally 
BeeiegerOUs character of such duty. Monthly rates for diving 
duty range from $200 to $300 and depend upon the skill level 
tie diver and the billet to which the diver is assigned. 
Approximately 600 officers are in receipt of this incentive 
pay. 

Pearachute Duty Pay” is designed to induce volum- 
teers for parachute duty and to compensate for the more than 
moema li dangerous nature of such duty. Approximately 3,000 
ERE cru ali or the Services receive this incentive pay 
at a monthly rate of $110. 

persas for dealish Prewessionams 1s desmened 
tO attract and retain a sufficient number of health professionals 


to meet the health care needs of tne Services. The incentive 





pays for health professionals are available for physicians 
and dentists and include both accession and continuation 
bonuses. They will not be described in this subsection 
notwithstanding the fact that these incentive pays are among 
the most elaborate in the military compensation system and 
represent some of the highest monetary values. 

“Engineering and Scientific Career Continuation 
Exc is one of the newest officer incentive pays. This 
Encentive pay is designed to provide an additional inducement 
vo attract and retain volunteers with certain engineering and 
Eeecntrire skills. This incentive pay is available in bonuses 
or 51,000, $2,000 and $3,000 for officers serving beyond 
Mier inivial obligated service. Approximately 2,000 officers 
MA be receiving this incentive pay annually. 

"Personal Exposure Pay (toxic pesticides and 
dangerous organisms)" is designed to provide an additional 
mmecitavye FO attract personnel to engage in activities in 
Which they may be exposed to dangerous pesticides, viruses and 
Em persa, Currently, no information is available about either 
RR númber or costs associated with this incentive pay. 

(OSD, 1983) 

B 1c Fuels and Propellants Exposure Pay" is 
designed to provide an additional incentive to attract personnel 
LO engage in activities where they might be exposed to toxic 
juels or propellants. No information is available about the 


number or costs associated with this incentive pay. (OSD, 1983) 
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m Other Pays 

There are two other pays that officers can receive in 
addition to the incentive pays. 

"Hostile Fire Pay" is designed to provide an additional 
cash payment during periods of nominal peace as a token 
recognition to officers and enlisted personnel serving in a 
designated hostile fire area. The designated hostile fire area 
can be at sea and can therefore be paid to personnel serving 
aboard ships. The monthly rate is $65 and was last updated 
in 1965. About 160 military personnel received Hostile Fire 
may in 1981. 

ie val Pay for Officers Holding Positions of Unusual 
Responsibility" is designed to provide an additional pay for 
Ee cers Occupying positions carrying greater than normal 
Beaponsibility. Approximately 900 naval officers are receiving 
Poms) cay. the monthly rates are $150 for O-6's, $100 for 0-5's 
and $50 for 0-3's and 0-4!s. The Department of Defense has 
limited payment of this pay for the most part to naval ofíicers 
Serving as commanders at sea. 

This concludes the discussion of incentive and other 
Bar. There are additional pays that are available to officers 
serving in the Naval Reserve but these pays will not be dis- 
cussed because the NOIM is designed to help analyze only active 


duty manpower decisions. 


D. OTHER COMPENSATION ZLEMENTS 
Pomcdmseusced at the beginning of this chapter, the military 


compensation system can generally be broken into four categories: 


DE 





(1) RMC, (2) incentive pays and allowances, (3) other compensa- 
tion elements and, (4) nondisability retirement. This subsection 
will provide a discussion of the other compensation elements 
Which are normally referred to as military benefits. OSD 
considers the following military benefits, Table III, as part 


che military compensation system: 


TABLE III 


MILITARY BENEFITS 


Commissary Stores 

Military Exchanges 

Mortgage Insurance Premiums 

Annual Leave/Accrued Leave/Leave Lost 
Medical Care (Members and Dependents) 
Retired Members Medical Care 
Government Contribution to Social Security 
Unemployment Compensation 
Nondisability Retired and Retainer Pay 
Disability Retired Pay 

Death Gratuity 

Dependency and Indemnity Compensation 
Nondisability Separation Pay 
Disability Severance Pay 

Emi vor Benefit Plan 

Servicemen's Group Life Insurance 


ME sowing military benefits will be discussed in detail: 
(1) commissary stores, (2) military exchanges, (3) medical 
care, and (4) annual leave/accrued leave/leave lost. 
1. Commissary Stores 
Historically, commissary stores have represented an 
institutional benefit to members of the Armed Forces and their 


dependents. Commissary stores are operated primarily for the 


benefit Of active duty personnel and their families and can 
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provide cost savings to them on an average of 20 to 25 percent. 
One of the major savings that accrue to military personnel and 
Er families using commissary stores is & result of not 
paying sales taxes imposed by state and local governmerts. 
Federal sales taxes are not exempt. 

Commissary stores have long been considered as & vital 
Meletor in the retention of military personnel.  (OSD, 1983) 
Mere are, however, no quantifications as to how much the 
commissary stores are worth to an individual military member. 
For the most part the commissary stores are self-sufficient 
with food being sold to military personnel and their femilies 
just above food costs. Food prices are not subsidized by the 
Government and almost all appropriated funds are precluded 
ibid being applied to commissary store operations. 

TEE n tary Exchanges 

Miere is no legislative authorization for military 
Eusnsess. Rather, tne individual military departments have 
established procedures for the selling of articles and services 
mecessary tor health, comfort and convenience to military 
personnel and their families. 

The earnings from the sales at military exchanges 
provide supolemental funding for the Department of Defense's 
morale, welfare and recreation (MWR) programs. Military 
exchanges do receive some selected support from appropriated 
mime nbn they are generally self-supporting with respect 


to operating expenses such as salaries, purchases of operating 
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equipment and upkeep and maintenance. About $150 million per 
year from appropriated funds are provided to military exchanges. 
i] is not possible to differentiate who are the recipients of 
the benefits of the appropriated funds because many people 
“addition to active duty personnel can utilize military 
exchanges. (OSD, 1983) 
3. Medical Care 

All military personnel have traditionally had available 
fer medical care while on active duty. Medical care for 
dependents and retired personnel and their dependents has also 
been provided whenever the necessary medical personnel and 
hospital space has been available. 

Meme jor discussion of the medical care benefit for 
military personnel and their dependents by OSD, 1983 relates 
to the legislative history of gaining care for dependents. 
Medical care for military active forces is covered by a 
Single sentence "The Armed Forces traditionally provided 
medical care for their active duty members." 

OSD is unable to provide medical care costs by 
beneficiary category because the data is contained in many 
Hi “erens budget data elements. Furthermore, there is no 
discussion of whether the medical care that is provided is 
intended as a "benefit" or if the medical care represents an 
investment in the physical capabilities of the active duty 


members, 
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real care costs are part of the billet cost models 
used by the Navy Personnel Research and Development Cente 
(NPRDC, 1981). The Assessment Group is in the process of 
updating the costs contained in these models and the current 
cost being used is approximately $1,350 per person (Frankel, 1983). 
As such, this amount is the cost used throughout this study. 

4. Annual Leave/Accrued Leave/Leave Lost 

All military personnel are authorized 30 days leave 
Beem year fOr the purpose of rest and relaxation away from 
puesr duty stations. Military personnel are also permitted 
to carry-over unused leave from year to year to a maxinum of 
60 days leave at the end of any fiscal year. Military personnel 
accrue leave on the basis of 2 and a half days per month. 

When military personnel are discharged from active 
duty or retire they may be reimbursed for unused leave for up 
to 60 days. Today, this reimbursement for unused leave is on 
the basis of one day's basic pay for each day of unused leave. 
Prior to 1977 the reimbursement rate was based upon the com- 
bination of one day's basic pay, BAQ and BAS. Leave earned 
EE or oo 1977 can still be reimbursed at the combined rate 
Widens he military person is discharged or retired. Reimburse- 
ments for unused leave are also provided to survivors of 
rar y personnel as part of the military member's earned 
compensation. 

The Congress has repeatedly expressed its desire for 


Da mersonnel to take leave as respite from military 
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duties. Congress has become concerned about leave that is 
lost because of operational contingencies such as the recent 
naval operations in the Indian Ocean where Navy personnel have 
been precluded from taking leave. It is anticipated that 
Bemgressional initiatives for insuring that military personnel 
wake leave and not to sell it back to the Government at 
retirement or discharge will continue. (OSD, 1983) 
Approximately 20,725 officers received unused accrued 


leave payments in FY 1982 at a cost of about $66,747,000. 


tal 
A 


» NONDISABILITIY RETIREMENT 

OSD, 1983 stated that the nondisability retirement system 
Mel uding the payment of a retired pay to former members of 
mie Armed Forces is needed to: 


insure that (1) the choice of career service in the armed 
forces is competitive with reasonably available alternatives, 
(2) promotion opportunities are kept open for young and able 
members, (3) some measure of economic security is made 
available to members after retirement from career military 
service, and (4) a pool of experienced personnel subject 

N di) io active duty during time of war or national 
emergency exists. (OSD, 1983) 


Hi ik che provisions of the military nondisability 


de 
U 


0 


revirement system have changed many times throughout ihe history 
“ike Navy, the current formula for determining retired pay 

uc percent of monthly active duty pay for each year of 

EE ice up so 30 years for a maximum of 75 percent of montnly 
ve dui, pay. Unlike the private sector covered oy tae 
Employes Retirement Income Security Act of 1974, there is no 


vesting in the nondisability retirement system until the 


military member has served a minimum of 20 years active duty. 
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F. TRAINING COSTS 

This section provides a general description of training 
costs that accrue during the career progression of a naval 
EN cer. 

HAAN training costs are divided into two categories. 
fees, initial training costs include those costs associated 
Lu ho ancorficer receiving a commission. The commissioning 
Beurce for officers varies from the four years of education 
at the U.S. Naval Academy or Regular R.0.T.C. college to the 
EN ei) short courses at the various officer candidate 
Enable IV contains the training costs for each of 
the general commissioning sources (GAY, 1983). These costs 
elude both fixed and variable costs associated with the 


meeting and commissioning of officers. 


TABLE IV 


COMMISSIONING COSTS 


SOURCES COSE 

Naval Academy $81,221 
oie 0. T.0. £57015 
Somerset R.O.T.C. 13,325 
bra cer Candidate Schools 3,669 


un es no additional definitive listings of raining 
E owever, the Navy is currently compiling a list of 
various training costs in order to provide the Fifth Quadrennial 


Review of Military Compensation (QRMC) with a data base. 


Ga 


The 5th QRMC will then use this data base for computing cost 


AD 





associated with various compensation alternatives. The costs 
for advanced warfare training and graduate education have been 
obtained from the Office of the CNO (CP-110) which is preparing 
the data for the 5th QRMC. Their costs are used throughout 


A advanced and graduate education cost analysis. 


46 





lil. NAVY MANPOWER POLICIES 


Me ou pose of this chapter is to provide a description of 
the general policies developed by the Navy for the career 
prosression of individual naval officers. The thrust of the 
description concerns those communities commonly referred to 
as "Unrestricted Line (URL) Officers". URL officers are defined 
as those naval officers who can become eligible for command 
Ae nout operational restrictions. Three general warfare 
categories accommodate almost all of the URL officers. The < 
warfare categories are (1) Aviation warfare officers, (2) 
Surface warfare officers, and (3) Submarine warfare officers. 

This chapter will provide only a general description of 
Officers who are not in one of the three warfare categories 
noted above because the NOIM is designed to evaluate costs 
E eswvced only with URL officers. 

This chapter also provides a review of the career progression 
BR che normal URL officer by warfare category, promotion 
apor Lunes and URL selections to Flag Officer status. 

Inis review is necessary as a prerequisite for the development 
of rules to be used to determine which costs are expenses and 
MAL Ad: investments. 

This type of review is not new. As an example, Morgan 

(1977) developed a model which considered the relationship 


between job histories of the individual and future outcomes 
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associated with career progression. The purpose of the model 
was to determine how past job assignments could be tied to 
future benefits. One assumption of the Morgan model was that 
ën skills were acquired during the job and that these 
skills coupled with experience serving under a variety of 
eni tions could help determine the overall success of an 
mid vidua]. Results of the model are summarized as: 

1. The series of jobs throughout a manager's career affects 

maeeoverall level of success. Successful managers have a 

RS cor, o? jobs which are demanding and characterized by 

high levels of knowledge requirements, problem-solving 

Meportunmavies, and accountability. 2. Ability and job 

EGO y predict one's career success in an additive way. 

(Swenson and Koch, 1980) 

Ex: no-one single path for career progression for the 
URL officer either as a whole or by discrete warfare category. 
However, the Navy has made certain policy statements clear 
cards for each phase of the URL warfare officer categories. 
Nhile eacn individual phase is not considered as a mandatory 
Mec tl site for promotion, they do collectively provide She 
general direction that the Navy policy makers have determined 
meeessary for each warfare community. Furthermore, there are 
Sutin standards that are applicable across the warfare 
ER corjes and are considered as generally required for all 
URL officers. (CNO, 1983) 
Policies with respect to the development and career 

Ee sression of the URL warfare categories are ever changing 


attempting to keep pace with the dynamic happenings in tne 


world. As an example, Year Group 1962 has served under 2 


N 
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variety of circumstances ranging from the relative peacetime 
operations of the early 1960's to combat in Viet Nam and the 
eventual massive drawdowns in manpower forces of the 1970's. 
Tnis group has also served under the draft system as well as 
being an integral vart of the All-Volunteer Force. The Naval 
Officer Investment Model (NOIM) is used to aid the evaluation 
of costs associated with the management of this vear group of 
Mal oificers during a 21 year period. As the world's 
military environment changed manpower policies were developed 
by Navy policy makers to keep pace. This chapter does not 
attempt to document past manpower policies. Rather, the 
Espero provides a review of the current policy picture and 


mee current emphasis. 


Pee GENERAL POLICIES 

This section provides a review of the Navy's general policies 
wich resepct to the career progression of URL officers. 
Commencing in 1972 a program encompassing operational, technical 
and managerial facets of an officer's career was developed to 
proyide career planning guidance for URL officers. This 
program provides the basis for overall professional development 
Se Manel officer. (CNO, 1983) 

The Navy's manpower and personnel policy-makers have 
Peecoenizea the importance of the three warfare categories as 
tne cornerstone of the professional development progran. 
Ee ies on Of technical and managerial career facets in 


the program indicates the Navy's requirement for officers with 
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more that just warfare skills. According to CNO policy 
documents, 1983: 
You will nove the emphasis on earning a warfare speciality 
designation during the first operational tour. Subsequent 
operational tours will develop this warfare specialization 
with each operational tour normally building on the experience 
empre vious one. Similarly, the complexities of the 
managerial and technical challenges facing the unrestricted 
line decision-maker in the higher grades also requires a 
Significant degree of concentrated development during non- 
IE oase Cours. In other words, the same building block 
eemeepe applied to "sea duty" also applies to "shore duty". 
We would not exvect a senior commander or captain whose 
last sea tour was 10 years earlier as a lieutenant to be 
prepared to command at sea. The same applies ashore. The 
senior commander or captain without experience with the 
Planning, Programming and Budgeting System (PPBS) would be 
nard pressed to perform well in certain key billets in the 
rapid-paced environment of OPNAV. 
An integral part of the officer professional development 
program is the assignment of qualified naval officers to 
graduate education programs and/or to military service colleges. 
(The graduate education program is outlined in OPNAVINST 
0:25. Participation and general policies for the Navy and 
other service war colleges are contained in OPNAVINST 1301.8.) 
While graduate education is aimed at providing naval officers 
Ween che necessary skills to perform subspecialties in 
technical and managerial areas, the service colleges are an 


essential part of the professional development of a warfare 


career. (CNO, 1983) 


B. UNRESTRICTED LINE OFFICER DEVELOPMENT 
This section provides a discussion of the professional 


develop puerto the three warfare categories of URL cfficers. 
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1. surface Warfare Officers 

Surface warfare officers are qualified to man and 
penmand the surface ships of the Navy. Their operational 
Experience sS primarily concerned with the fundamentals of 
engineering, weapons systems and operational tactics. There 
Ena dn isreut classes of Navy surface ships, e.g. cruiser, 
battleship, destroyer, mine warfare and amphibious warfare. 
eure 5-1 is a depiction of the typical career progression 
path for a surface warfare officer. 

A detailed description for each step in the path of 
professional development can be found in CNO, 1983 and will 
not be reproduced here. Two specific steps, however, are 
presented. The first step is the selection of surface 
Semmenders for a sea assignment as a commanding officer of a 
surface ship. Approximately 50% of the individuals eligible 
will be selected for a command. This 50% is divided into four 
opportunities over four years commencing about the 17th year 
as indicated in Table V. 

Mews uated by CNO, 1963: 

There is an ever-increasing demand for post-command commanders 
in a variety of billets at sea and ashore. About 30 percent 
of the officers leaving theim command tour may expect a 
sed ii tour at sea on a major group staff or an engineer 
of a CV. These, coupled with shore assignments at major 
staffs, provide an excellent prelude to assignments in the 
cantain grade. 

The second step to be discussed is the opportunity for captain 

command of a surface ship. The opportunity to be selected 

for a major surface command is about 40% with the opportunity 


spread over a 5 year period commencing about the 22nd year as 


ad oa ed in Table VI. 
2 





SURFACE WARFARE OFFICER PROFESSIONAL 
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Figure 3.1 Surface Warfare Career Progression Path 
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TABLE V 


COMMAND OPPORTUNITY 


YEAR OPPORTUNITY 

First Year Eligibility 15% 

Second Year Eligibility 15% 

rd ear MI) g3 bility 15% 

Fourth Year Fligibility 5% 
TABLE VI 


CAPTAIN COMMAND 


YEAR OPPORTUNITY 
EE. ear Eligibility 6% 
Second Year Eligibility 12% 
ied wear Eligibility 12% 
|o unm wc Elisibility 6% 
Pifth fear Eligibility 4% 


cacon Warfare Officers 
Aviation warfare officers are both pilots and those 
designated as Naval Flight Officers (NFO). Their career 


involves the actual flying of the aircraft as well as the 


AR 
v 





operation of the various weapons systems on the aircraft. The 
professional development path for aviation warfare officers is 
contained in Figure 2-2. A detailed description of each step 
mine path 1s contained in ONO, 1983. 

Aviation warfare officers are eligible for command of 
Aircraft squadrons. The command selection opportunity for 
commanders is approximately 45 percent. Unlike the surface 
warfare officers, an aviator!s past performance is reviewed for 
selection to command only three times. Like the surface 
warfare officers, approximately 40 percent of those officers 
who have had command of an aircraft squadron will become 
eligible for a major command as a captain. 

3. Submarine Warfare Officers 

These officers are qualified to serve in and command 
Navy submarines. The professional development path for these 
officers is contained in Figure 5-5. 

The command opportunity for submarine warfare officers 


is approximately 100 percent. 


PROMOTIONS 

Dua vomnovions Lo the next higher rank are controlled 
by both legal and administrative steps. As stated by CNO, 1983, 
there are three major elements in the promotion process: 
(1) eligibility, (2) selection, and (3) actual promotion. 
ne officer structure of the Navy resembles a pyramid with a 


Wide base of junior officers and a relatively few number of 
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Eier oftfacers and Flag Officers. As an example, there are 
ul O Four star admirals and only one of these is the Chief 
of Naval Operations (CNO). The shape of the pyramid is 
dictated by both the policies set by Navy decision makers as 
well as the Congress through the enactment of legislation 
such as the Defense Officer Personnel Manpower Act (DOPMA) 


or 1980, 


\ 
x 


According to Navy policy documents, (CNO, 1983), the 
PProrceunıcy for promotion is the product of the following 
ehree factors: 

(1) Prescribed number, which is the number of officers of 

a particular category specified for a grade or combination 
of grades; (2) Promotion flow point, which is the number 
EA ar so. commssioned service at which most officers would 
be promoted to the next higher grade; Acie Omoti on 
percentage, wnich represents the manier of offleers in the'/ 
Promotion zone to be selected. i 

The Congress on an annual basis approves the number cf 
Ed eers that the Navy can have on active duty at any given 
time. Using this Congressionally approved base, the Secretary 
ERE musik approve specific numbers of URL officers to fill 
each pay grade. All promotions must be made to existing 
vacancies in the next higher rank. Therefore, on an annual 
basis a selection board meets to select qualified officers 
to fill the vacancies in the next higher rank. 

Promotion flow point generally refers to the total years 
of commissioned service completed by & naval officer. The 


Ad EOmo den flow points using completed years of 


COmmls d service are as indicated in Table VII. 
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TABLE VET 
FLOW POINTS 


GRADE PEOW PONT 
EG (0-2) 2 Years 
I Co CN 4 Years 
IDoDRS CO) 9-10 Years 
Cpr’ (025) AE EN re 
CAPT (9-6) 21-22 Years 


aee mra factor to be considered is the determination of 
E ascreeneuse of officers to be promoted to the next higher 
microm within a promotion zone. Normally, selection boards 
Aso consider naval ofíicers who are "abcve or below" the zone. 
si cers who have failed selection to the next higher rank are 
REusdered for promotion each year thereafter until discharged. 
Ihese officers may be promoted after their contemporaries have 
Epeadv been promoted. Also, the selection boards may consider 
EE c csncocd Humber of officers for "early selection" to 
Dons next higher rank. In the recent past, an officer within 
LWO years of a promotion flow point was eligible for considera- 
Pon for promotion early. The percentage of officers to be 
promoted within the promotion zone determines the total number 
of officers who may be selected from within and outside of 
the promotion zone. For example, if 160 promotions are authorized 
and the probability of being promoted is desired to be 0.80 
the promotion zone must include 200 eligibles. All 160 


promotions do not have to come from the promotion zone because 
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some may represent early or late selections. However, eacn of 
the selections from outside of the promotion zone must be 
subtracted from the number of potential promotions within the 
zone. 


Eroposed promotion percentages are indicated in Table VIII: 


TABLE VIII 


PROMOTION PERCENTAGES 


Rank 7 
m2) 991 
LT (0-3) 95% 
PODR os) 80% 
CDR (0-5) 70% 
CAPT (0-6) 60% 
IAS OFFICHR SELECTIONS d 


BE cecyon provides a brief summary of some of the 
comments contained in the "letters of guidance" to the President 
of the Line Flag Officer Selection Boards. These letters are 
from the Secretary of the Navy and serve to outline ihe general 
maes les desired of future Navy flag officers. The 
purpose of this summary is to help identify previous assignments 
of naval officers which can be characterized as an investment 
porra becoming a flag officer. 

items, six “letters of guidance” have been reviewed 
pace iascal year boards 1979 through 1984. While 


most of the letters are general in nature and attempt to 
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provide Gescriptors of the "best fitted", there are some 
Specific references to past assignments and performance. 
The following quotes come from letters for each fiscal year: 


FY 1979 Board: Accomplishment of the principal missions of 
inte avy 15 inevitably dependent upon the ability to conduct 
prompt and sustained combat operations at sea. Consequently, 
we must insure that a significant number of the Navy's 
senior leaders are drawn from officers who have excelled as 
operational commanders. .. . There is a need for senior 
level expertise in ASW aviation, as well as ongoing require- 
ments for flag representation from among those who have 
Epuwrncuvecbaekcsrounds in amphibious warfare. Additionally, 
the broad spectrum of experience represented by the various 
subspeciality programs provides another importanti reservoir 
oi valend to efficient execution of the Navy's mission. 


boa ras lo carry out the primary mission of control 
ef the sea, we must have flag officers whose outstanding 
competence in naval warfare and tactics is evidenced by 
demonstrated success as operational commanders. Proven 
superior performance under the stress of command remains one 
Of the better measures of future potential. . . Our Navy's 
leadership must also include officers who are equally astute 
in managing and directing the acquisition, utilization and 
Maintenance of sophisticated systems. . . Duty on OSD, 

or combined Staffs is of critical significance and 
should be considered a very important asset in the backgrounds 
of the officers you will be considering. 


De Board: The rigors of operational command still 
Provide the most effective measure of an officer's ability 
Hemeoturtbute to the accomplishment of the Navy's principal 
mission -- to be prevared to conduct prompt and sustained 
combat operations at sea in support of U.S. national interests 
and the national military strategy. . . Duty on OSD, Allied, 
El dee combined stafís is of critical significance in 
preparine fOr such responsibilities. 


FY 1982 Board: The operational environment remains a critical 
pns sound of an officer's professional skill, personal 

ER ses and moral strength. Proven superior performance 
under the stress of command and demonstrated success as an 
overational commander remain two key measures of future 
Bora, In addition to operational experience, a 
continuing requirement exists for officers sxilled in managing 
aaa Sc tine. une acquisition, utilization, and maintenance 

Of sophisticated systems. . . I also emphasize the important 
Essen operating forces and National objectives provided 
Br these officers holding major shore commands, and the 
specialized skills required in those assignments. 
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FY 1983 Board: We must ensure that a significant number of 
the Navy's senior leaders are drawn from officers who have 
excelled as operational commanders. Proven performance in 
combat and during arduous, demanding deployments is the 
Ultimate measure in this regard. Tactical innovation during 
command tours and demonstrated contributions to the develop- 
ment of strategy and tactics should be given a high value. 
Not only do we seek flag officers with extensive operational 
experience, but we also require officers skilled in managing 
Amo direeuing the design, acquisition, and maintenance of 
sophisticated systems. . . We clearly require many flag 
SeibecersewhO possess this experience and display those 
essential traits of intellectual toughness, business 

acumen and sound judgment that will affect the future warfare 
capability of our Navy. With the magnitude of the resources 
required in the future, we must reestablish confidence in 
our capability to develop and produce our weapons without 
gold plate, on cost and ahead of schedule. We must have not 
oa ed id ian and staff corps specialists, but URL flag 
officers in each warfare area with training and accomplishment 
mue hrs field. 


PY 1983 Board: The future of the Navy is inevitably dependent 
upon its ability to conduct prompt and sustained combat 
Operations at sea. The operational environment remains a 
plc cies tang grouna Of an officer's professional skill, 
personal qualities and moral strength. Therefore we must 
ensure that a significant number of the Navy's senior leaders 
are drawn from officers who have excelled as operational 
commanders. . . Not only do we seek flag officers with 

dn noie operational experience, but we also require officers 
Da Manacing and directing the design, acquisition, 

and maintenance of sophisticated weapons systems. . . Duty 

ano combined staffs or as an attache, as well as 
Siem major contributions outside of the Navy, is of major 
Significance and should be considered an important asset in 
the background of the officers you will be considering. 


PEU: oi che guidances provided to eacn of the flag \ 
officer selection boards provides the basis for determining 
those facets of a naval officer's career which can be considered 
N EA Sd tes for promotion. These facets are then linked 
With investments in the future. Among the most significant 
prerequisites are (1) operational duty in a warfare speciality, 


(2) command in an operational environment, and (3) proven 
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ME or mailce in a subspeciality. As a result, costs associated 
With these types of duty assignments can be considered as 
mayvesutments in the future and will be discussed further in 


Chapter 4. 


E.  CONGRESSIONAL MANDATES 

Mn Es -csshnas also identified certain policies for the 
cols Of the career progression of military officers. 
The Defense Officer Personnel Management Act (DOPMA) of 1980 
Ee Gids specific guidance concerning the promotion flow of 
meme Se avy policy as discussed previously reflects the 
guidance provided in DOPMA. An important fact is that the 
us policy may have to be revised at some point in the 
NN nuno Congress alters the career progression path with 
Ma er lecislative action. Similar changes will have to be 
effected if the elements of the compensation package are 


pacc bshe Congress. 
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IV. DECISION RULES 


The purpose of this chapter is to provide an explanation of 
the rules used to determine whether or not a cost represents an 
pense or an investment. Furthermore, a differentiation of 
the costs into the two cost categories, expenses or investments, 
is made. A description of how these costs are used within the 
NOIM is contained in Chapter 5 "Naval Officer Investment Model". 

Another purpose of this chapter is to fulfill the require- 
ment to answer the following questions identified in Chapter 1: 
(1) What costs should be considered as investments?, (2) 

What costs should be considered as expenses?, and (3) How 
Ai he costs be allocated over time? (Flamnoltz, 1974). 
A fourth question was also asked in Chapter 1: "How should 
the costs be displayed to management?" This last question 
is presented in Chapter 5 because the stated purpose of the 
NOIM is to provide management with a long-term understanding 


of the effects of expense and investment costs. 


A. GENERAL RULES 

The costs associated with human resource accounting methods 
and the Naval Officer Investment Model (NOIM) are divided into 
two general cost categories: (1) expenses, and (2) investments. 
Expenses are expired costs which are matched with benefits 


EN UE vccurlc period. investments are unexpired costs 
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which will generate benefits to the organization at some tine 
mathe future. (Flamholtz, 1974) 

Chapters 2 and 3 provided the background material upon 
which to establish rules for the determination of whether a 
cost represents an expense or an investment. There are very 
few costs that can be clearly defined as either an expense or 
as an investment. Most of the costs revresent a combination 
of the two costs and recognize both immediate benefits and 
Benefits to pe derived at some time in the future. This chapter 
Provides the rationale for the rules used for determining how 
to differentiate among the costs and how to divide the dollar 
amount of the cost if both investments and expenses are 
Bepresented by a single cost. 

While the method for allocating costs with the NOIM is 
discussed in Chapter 5, a brief summary of the general allo- 
SE ion Concepts will permit a better understanding of the 
individual investment and expense rules. Expenses will be 
oi ced died ihe period in which the benefit is actually 
received. In those cases where an investment covers more than 
one period, the cost will be allocated on a proportional basis. 
As an example, the training cost for a naval aviator will be 
allocated over the period the officer remains eligible for 
Bervyice as a naval aviator. If the naval officer is no longer 
Fue wirteamaor further aviation service, the entire cost will 


become an expense at that point. 
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B. INVESTMENT RULES 
This section provides the decision rules for identifying 
costs which are investments. The rules used with elements 
of the military compensation system are discussed first. 
1. Investment Rule 1 
Basic pay, as noted in Chapter 2, is the primary means 
for compensating military personnel for services rendered. 
On the surface it would appear that the entire amount of basic 
pay should be treated as an expense because it is an expired 
cost for a benefit already received. However, the professional 
development of URL officers is based upon a closed personnel 
ren here is no lateral entry into the URL officer corps. 
Eu result, each grade of URL officers must be selected from 
the grade below.  (CNO, 1983) Therefore, the first decision 
nre is: 
Basic pa represents both an expense for currents benefits 
and an investment in the future benefits to be derived from 
officers selected to the next higher grade. 
2. Investment Rule 2 
Incentive pays are designed to supplement basic pay 
and to aid personnel managers obtain sufficient numbers of 
volunteers to serve in designated careers. The career incentive 
pays identified in Table IX are directly tied to careers in 
the three warfare categories of the URL officer community. 
(OSD, 1983) 
The second rule for investments is: 
Career incentive pays directly tied to one of the three 


warfare categories of the URL officer community are 
investments. 
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TABLE IX 
CAREER INCENTIVE PAYS 


Aviation Career Incentive Pay 

Career Sea Pay 

Nuclear Career Accession Bonus 

Nuclear Career Annual Incentive Bonus 

Had ar Quatified Officers Continuation Pay 
Submarine Duty Incentive Pay 


MJ) 


Investment Rule 3 
Responsibility pay is paid to commanding officers 
MA Ii: positions Of "unusual responsibility". Almost all of 
Geese Officers are URL officers serving in one of the three 
URL warfare categories. As discussed in Chapter 3, command 
mie oi the primary indicators of potential for promotion 
He higher grades. As a result the third investment rule is: 
Responsibility pay is an investment. 
4. Investment Rule 4 
Military benefits are also a part of the military 

EL ERA Lion system. Iwo of the benefits, medical care and 
Mmemaisability retirement, are associated with the career and 
professional development of URL officers. Medical care provides 
a dual function as does basic pay. There is a requirement to 
Maintain a physically capable officer corps. There is also 
PEE curement for the officers to be physically capable of 
assuming greater responsibilities required with promotion to 


meeher grades. Medical care therefore represents a cost that 
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can be divided into both an expense for current benefits and 
an investment in a group of healthy officers to be promoted 
mee une future. 

Nondisability retirement represents an incentive to 
Bemaın on active duty as discussed in Chapter 2. However, no 
costs are expired for this incentive until the member has 
served a minimum of 20 years on active duty. This happens 
because the military member has no vested right to the retire- 
ment system until he is in fact eligible for retirement. 
Those military members who have served 20 years of active duty 
and who are still on active duty do have a vested right to the 
Military retirement system. However, the costs associated 
With the retirement system are not available te the member. 
The retirement costs remain unexpired until the member actually 
retires. However, as long as the military member serves for 
20 years and remains eligibie for retirement the Government has 
an obligation to fund the retirement system at some point in 
ME future. At this time there are no recognized and approved 
methods for the accrual accounting of the military retirement 
E ene However, for the purposes of the NOIM all military 
retirement benefits are considered as an investment in the 
Ma AE cd dle amount of che cost being equal to the present 
value of future retirement benefits for those remaining on 
cx beyond 20 years of service. In the case where the 
Officer retires after 20 years of service, the costs associated 


Rene meme cirement system are considered expired with an 
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amount equal to the present value of lifestream earnings 
BET che officer lived to the ages predicted by the Office 


of the Actuary (U.S. Department of Defense, 1982). Therefor 


(D 


nondisability retired pay represents an investment cost for 
those on active duty witn more than 20 years of service and 
ma expense Tor those who retire after serving for more than 
AO years. 
investment rule 4 is as follows: 
Medical care costs represent a combination of expenses and 
investments. Nondisability retired pay is an investment 
Rei ior those officers with more than 20 years of active 
Service and an expense for those who actually retire. 
5. Investment Rule 5 
Training costs associated with initial entry into the 
3 URL warfare categories are a necessary prerequisite for 
future professional development and promotions to any higher 
grades. Because the selection opportunity for new naval 
officers to pay grade 0-2 is almost 99% all initial training 
costs represent an investment in the future. Training costs 
associated with the professional development of naval officer 
in the 3 URL warfare categories such as flight training, sub- 
marine duty schools and Surface Warfare Office School (SWOS) 
are also considered as investments in the future productivity 
St a naval officer. 
The fifth investment rule is: 


Initial entry training costs and warfare training represent 
investments. 
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6. Investment Rule 6 
Other training and education costs also represent an 
investment cost for the Navy. However, only those training 
and education costs associated with the professional development 
of naval officers in the 3 warfare categories will be considered 
as investments for use in the NOIM. 
The sixth investment rule is: 


Training and education costs associated with the professional 


development of one of naval officers in one of the 3 URL 
warfare categories are considered as investments. 
GC. EXPENSE RULES 
Expenses are expired costs which are matched with a specific 
period. These are costs for which there is no future benefit 
ME. derived as a direct result of the expenditure. Any cost 
that cannot be identified as an investment for one of the 3 URL 
warfare categories will be considered as an expense representing 
an expired cost for the period of payment. 
1. Expense Rule 1 
The following rule represents the single decision rule 
Mor idaentitying expenses: 
All costs that cannot be identified as an investment will be 
considered as an expense. 
D. COST RULES 
This section provides the rules for allocating the investment 
and expense costs associated with a naval officer's career. 
Cem ml cation of cost is based on the assumption that the 


career of an individual naval officer can provide the basis 
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for estimating current benefits as well as future benefits to 
be derived at some time in the future. As described in 
Chapter 3, naval officers have an established career progression 
and promotion path that can be used as a measurement of current 
and future performance. Although all naval officers have the 
same theoretical opportunity for career progression and 
Ememotion at the time of their commissioning, the actual 
or unity for future jobs and performance is controlled by 
past and current job, performance and promotion. If a naval 
Acer fazis to select to the next higher rank that officer 
does not have the opportunity to be promoted to even higher 
ranks even though he has received training for the higher 
ranks. (CNO, 1983) 
Moss Rule 1 
This basic assumption about the career progression and 

Promotion opportunity for an individual naval officer leads 
pomtne first cost rule: 

All investments will become an expense under the following 

circumstances: (1) Termination of duty as a naval officer 

(includes death, retirement, non-continuation or reversion 

permanent enlisted status), (2) Failure to select to the 


next higher rank, and (3) Change from an Unrestricted Line 
sd erdie another officer status. 
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Many of the costs associated with a naval officer may 
also represent an investment in future benefits whether or 
mol she Officer remains as an URL officer. However, the 
Empmnasas os rule | is on the continued performance of duty 


as an URL officer because the NOIM is designed to evaluate 
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Beets associated with only the career progression of URL officers. 
Tf the officer is no longer in one of the three warfare speciali- 
ties designated for URL officers, the investments are considered 
ES expired expenses on the day the change occurred. 


GEE hule 2 
“ii Second rule is similar to rule one: 


Costs will continue to be considered as an investment for as 
long as the following two conditions are met (1) the individual 
Malo ticer remains competitive for promotion to a higher 
rank (i.e. the officer has been promoted at each flow point), 
and (2) the benefits are either to be provided while serving 

ie awaweher rank or are considered as a prerequisite for a 


higher rank. 
Ecos Rule 3 
Expenses are costs which are matched with immediate 
Nc stos ea carticular action during the specific period in 
which the benefits are received. Therefore: 


Zxpenses will be applied on a quarterly basis with the total 
EG tor any benefit being reflected as it occurs. 


For example, the cash allowance for housing can be 


tty 


determined with a daily rate. However, for the purpose o 
mm pertcisy the cost associated with this cash allowance is 
allocated to each quarter of active duty when received. 
foe Cost Rule 4 
Investments relate to costs whose benefits to the 
ponia tion will be realized at some time in the future. 


E herefore: 


Investments will be considered as a cost lasting the duration 

Of the period in which the benefit can accrue. Once the benefit 
period has been determined, an equal portion of tne cost 
associated with the investment will be allocated to eacn 
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subunit of the total period, i.e. years or months. As each 

period terminates that portion of the cost of the investment 

in an asset allocated to that specific period will expire 

and become an expense for a benefit already received. 

oso. Rule 5 
This rule sets forth the method for allocating costs 

that are both an expense and an investment. Chapter 5 contains 
EE cservrpuron ot the method for differentiating the dollar 
values associated with each cost category when a single cost 
is associated with more than one purpose or benefit. However, 
Once this differentiation has occurred the following rule will 
pertain: 

Er enges wii) be allocated on a quarterly basis aes determined 


by Cost Rule 3. Investments will be allocated as described 
er Cost Rule 4. 
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V. NAVAL OFFICER INVESTMENT MODEL 


The purpose of this chapter is to provide a description of 
the Naval Officer Investment Model (NOIM). 

The purpose of the NOIM is to determine and facilitate 
evaluation of the long-term effects of the costs associated with 
the recruiting, training, active duty years and retirements of 
Eudsviduabt naval officers. As stated previously, the NOIM is 
designed to allocate the costs associated with human resource 
accounting methods directly with certain aspects of an 


mennyi dual naval officer's career. 


A. ELEMENTS 
gem ess evaluated by the NOIM are divided into two 
general categories: (1) expenses and (2) investments. 
1. Expenses 
Costs are expenses which have been identified in 
Ptapter 4. An example of expenses associated with an individual 
Meal oificer's career are housing and subsistence cash 
allowance. 
2. Investments 
Investments represent a more difficult cost to evaluate 
than do costs identified as expenses. The method for evaluating 
investments for utilization in the NOIM was developed as a 


EI a cussions with- Robert Butler in February 19825. 
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There were two major issues to be resolved before the NOIM 
EuId provide a basis Por analysis of investments. The first 
issue was discussed in Chapter 4 and pertains to what cost 
elements should be described as investments and which cost 
elements should be described as expenses. The second and more 
Semplicated issue relates to the differentiation and period 
Bi amortization for costs that represent either (1) a combina- 
tion of both an expense and an investment, or (2) an investment 
that has the potential to provide more than one benefit at 
some time in the future. 

so reticaliy, an argument can be made that a portion 


ug 


ERRO costs can be represented by an amount "E" thai is 
associated with the amount of dollars which represents an 
expense. A cost that is only an expense, such as the cash 
merowances for either housing or subsistence, is represented 
by the total value of "E", In those cases where the cost can 
Eu vided into two categories, "E" represents the amount of 
the cost that is an expense and "1-H" represents the amount 
Of the cost that is an investment. 

in order to determine how to allocate costs associated 
with investments, an assumption could be made that the unknown 
but theoretical value for "1-E" represents the economic 
investment in a future benefit. Without a precise definition 
of benefits to be derived in the future value of the term 
"1-5" can be used for discussion purposes. (Hogan, 1983) 


However, if explicit comparisons are to be evaluated certain 
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assumptions have to be made and specific values should be 

assigned to each "1-E" value. The next paragraphs provide a 

meecription oi how a value of "1-E" is provided by the NOIM. 
a. Short-Term Investments 

Short-term investments were analyzed as a straight 
Mite oi constant cost for the duration of the benefit. These 
short-term investments represent no expenses and therefore 
"E = or : 

The total cost of the short-term investment is 
represented by the letters "TC". The short-term investment 
EE IG is allocated as a constant cost divided among the 
individual segments of the total period of the benefit. 

b. Long-Term Investments 

Long-term investments are evaluated in a slightly 
EN ren manner. As stated previously, two issues must be 
resolved witn respect to the long-term investments. First, 
ER is the real dollar value of "T-E" if a portion of the 
investment is also an expense? Second, is a portion of the 
dle "I-E" designed to provide an additional benefit at some 
time in the future that is different from the direct benefit 
associated with the cost? This, of course, is a major objective 
of the NOIM. Long-term investments can be analyzed in the 
same manner as short-term investments with the only change 
BES cd iouser period during which benefits ars received if 
only one benefit accrues from the investment in an asset and 


if "i-E" can be determined. However, long-term investments 
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can also be evaluated in conjunetion with the additional 
increases in expected benefits that can accrue as a result of 
eect nele investment in an asset. A single investment in a 
Bono verm asset can result in more than one benefit in the 
id. AGE an example, initial flight training for a naval 
aviator represents a long-term investment with the expected 
benec3s Vveing the ilying conducted by the aviator throughout 
Eus career. 

Also, the long-term investment in naval aviation 
training represents more than just an investment in future 
flying benefits to be provided by a naval aviator. As 
presented in Chapter 3 a portion of the long-term investment 
Mi ia dion training represents an investment in flying today, 
Ims wesomenu in flying in the future and is recognized as 


a prerequisite in order to provide a group of qualified naval 


Ser tcers from which to select future senior naval officers 
who have had previous experience in operational billets. 
(CNO, 1983) 


The following example will provide an explanation 
oi how the NOIM is used to analyze investments like aviation 
ited Costs which have more than just one benefit. In che 
example it is assumed that the value of "1-E" represents only 
EE nen with Me” equal to zero. 

MEE - vera invesStments are déwasded invo three 


Ses ecommes by the NOIM. The first subcategory is a 


determination of the value of "1-E" (assumed to be "1" for 


76 





this example). The second subcategory is the total cost 
associated with a specific future benefit to be recognized 
ins the career progression of the individual naval officer 
and his contemporaries in the same year group and warfare 
specialty. “or example, assume that the long-term investment 
in aviation training is represented by a total cost (TC) of 
$100,000 per individual officer. Furthermore, assume that 
Id vidual naval officers have received the training. 
This means that the total long-term investment (TC**) is 
$10,000,000 for all 100 naval officers in the same year group 
Hilde wartare specialty. 

The third subcategory is used to consider whether 
or not the investment has an additional benefit beyond the 
Em tent rank of the officer and his contemporaries. In this 
exanple it is assumed that the long-term investment in aviation 
prajning is considered as a necessary prerequisite for promotion 
to senior officer status at some time in the future.  (CNO, 1983) 
The NOIM is used to identify the number of individual naval 
Officers in the same year group and warfare specialty who have 
received the training and who will eventually become eligible 
Ea -cUscoson to senior naval officer status. If 10 indivicual 
egal offycers of this particular year group and warfare 
speciality will eventually become eligible for selection to 
senior naval officer status, ten percent of the total $10,000,000 
long-term investment (TC**) is applied by the NOIM as representing 


Acceso in senior officer career progression. 
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The long-term investment (TC**) can now be divided 
into three separate costs with one for each subcategory. 
pecalt that the cost value for "EH" in this example is zero for 
the first subcategory. The third subcategory must be determined 
next because it must be subtracted from the investment cost 
associated with the normal career progression of all the naval 
e cers. Ihe long-term investment identified as a prerequisite 
mor senior naval officer status (TCSN) represents $1,000,000 
while the long-term investment in the normal career progression 
of all naval officers in the same year group and warfare 
mpeciality can be represented as TCN* (which is TC** - TCSN). 
In this example, TCN* would be $9,000,000. 

Determination must be made at this point of the 
NOIM evaluation of investments. The duration of the three 
subcategories of the long-term investments must be made. 
Because TCN* represents the investment which is provided to 
all individual naval officers without reference to career 
Beoeression, ICN* can be applied for the period direct benefits 
accrue as a result of the investment in this particular year 
group of naval officers with the same warfare speciality. The 
auration of benefits for investments associated with future 
Beer progressions to senior naval officer status should be 
applied for a longer period of time. The duration is equal 
eie iaidijal period designated T plus the period in which 
pocouusdswidual naval ofiicer is still eligible for selection 
to senior naval officer status designated as i. This period 


would be represented as T + i. 
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VI OO or ESI 


This chapter provides the cost analysis associated with a 
group of naval officers who have served on active duty during 
the past 20 years. The purpose of the year group analysis is 
memprovige the basis for allocating costs associated with the 
Eureor progression of naval officers. Costs are displayed as 
either expenses or investments for the past 20 years as well 
EN coyeebted future costs for the next 10 years. This total 
period represents a 30 year career in the Navy. 

The cost analysis is intended to be illustrative of the 
we edt on of the cecision rules for allocating expenses 
Em invessments as contained in Chapter 4. The costs in this 
study are useful for the purposes of analyzing an alternative 
approach to current Human Resource Accounting methods. The 
cost analysis is based upon aggregate costs associated with 
Mi cohort. Por decision-making purposes total actual costs 
would be necessary. In order to reflect the total costs 
incurred for & particular cohort individual pay records would 
have to be analyzed on a monthly basis to determine actual 
Eno Dlementes and benefits. Additional records would have to 
be reviewed for training and other costs. If the Navy or 
Otner manpower policy-makers decided to analyze costs as 
G@epicted by the NOIM, costs could be collected from existing 


pay and other records. 
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Pee YEAR GROUP ANALYSIS 
die co anaiysis is conducted for Year Group 1962 (YG62). 
This group of naval officers was commissioned during fiscal 
year 1962 (July 1961 through June 1962). The analysis concerns 
YG62 URL officers in the three warfare categories presented in 
Chapter 2: surface, &viation and submarine warfare. 
1. Purpose 
The analysis of YG62 provides data about the flow of 
Maya Oreicers througn successive ranks and information about 
puose navat officers who left naval service. The major benefit 
si le year group analysis is the identification of the duration 
Beene period in whicn benefits were actually derived. Once 
the period of the benefits nas been identified, costs can be 
allocated as either expenses or investments for appropriate 
periods. 
acacia year eroun Is alrtrrerent and serves under 
Lune circumstances, as described in Chapter 3, analysis of 
YG62 provides an illustration of how the NOIM can be used to 
present manpower policy-makers with the capability to analyze 
costs in the long-term. 
Sa Group Composition 
urinary source Of data concerning the career 
Maeeresctou of URL officers in YG62 is she "Register of 
Commissioned and Warrant Officers of the United States Navy 
and Reserve Officers on Active Duty". This publication 
provides the names, ranks ana seniority of naval officers on 


active duty. The "Register" has been published annually 
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(with the exception of 1969) and identifies those naval officers 
on active duty as of a specific cut-off date. 

Unfortunately, the cut-off date has not been consistent 
over the past 20 years. During the years 1963 through 1970 
the cut-off date was 1 January of that year. During 1971 
through 1975 the cut-off date was 31 December of the preceeding 
Hear. From 1976 to 1980 the cut-off date was 1 October of the 
Current year. As a result, the period of time represented 
Peace "1976 Register" is 21 months and this fact must be 
no wteageda during the allocation of costs. The "1931 
Ea Xeontains a listing of officers on active duty as of 
14 September 1981. No "Registers" have been published since 
pet publication. Also, the costs associated with 1981 
represent a period of 11 and one half months. For the purposes 
Ms amalysis all years after 1981 will be considered to 
represent officers on active duty as of 1 October of that year. 
AS a result costs for 1982 reflect a 12 and one half month 
period. This assumption aligns the period of each "Register" 
With the fiscal year. 

The system for identification of warfare specialities 
for each URL naval officer has varied over the period of YG62 
active duty. For example, graduates of tne Naval Academy or 
Rescular NR.0.T.C6. were identified as naval officers with a 
surface warfare designator of 1100 regardless of future 
Po AA Ee sressions. Reserve officers from either Contract 


N.R.O.T.C. or from the Officer Candidate Schools (OCS) are all 





identified as surface warfare or aviation warfare officers. 
“eertse Taentification of the warfare speciality of the 
Naval Academy or Regular N.R.O.T.C. graduates could only be 
made after the final qualification had been attained some point 
Me elle after commissioning. Also, prior to 1972 there 
was no official designator representing those naval officers 
who were designated as qualified in submarine warfare. In the 
case of submarine warfare officers they were deisgnated as 
surface warfare officers with an additional qualification in 
submarine duty. These aviation and submarine officers were 
identified by reviewing later registers as discussed in the 
next section. 
elote X provides & listing of surface warfare officers 
ES. for each year during the period 1963 to 1981. Table XI 
contains a listing of YG62 naval officers with a designator 
oa cia viator. Table XII contains a listing of naval 
officers in YG62 designated as qualified in submarine warfare. 
3. Year Grouv Assumvtions 
Assumptions have been made about the composition of 
uu a order to facilitate cost allocations. 
a. Warfare Identification 
First, as can be seen in Tables XI and XII the 
Me oil aviators and submariners are not identified until 
Bon O years after the date of commissioning. For cost 


allocation purposes, it is assumed that the officers were in 


pus their warfare speciality.  Iherefore, i is 
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TABLE X 


SURFACE WARFARE OFFICERS 


Register 
YZAR ENS ENE Ee LOHR CDR 
1903 er 0 0 O O 
1964 1 4,945 Q 0 0 
1965 Q 23499 0 0 Q 
1966 O o 23550095 O 0 
1967 0 Us, e N Q 0 
1968 0 O o 0 0 
1969 0 O n O 0 
TD O 0 n 2000) Q 
252878 O O 89 540 O 
D O 0 8 nas O 
1773 Q 0 5 499 0 
di O O O 491 O 
1975 O O 0 AN 0 
1976 0 0 0 444 O 
TUA O 0 0 2 244 
USO 0 O 0 143 286 
1232797 O 0 0 eS 283 
o O O 0 2 ze 
mor O 0 0 118 274 
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TABLE XI 


AVIATION WARFARE OFFICERS 


register 
YEAR ENS LTJG LT LCDR CDR 
es EG” O 0 0 0 
1964 O Ose Q O O 
1905 0 IN 0 0 O 
1966 0 p wor Q 0 
1967 0 2 n 0 0 
1968 O O 6 O 0 
1969 0 0 584 O O 
1978 O 0 NOS 344 O 
TA 0 Q D JO O 
1002 0 O 6 jie 0 
o Q O > 364 O 
TO i 0 0 1 25 0 
o O O 0 pnm O 
1976 O 0 0 E O 
PON 0 O 0 Ta zO 
iS O O 0 75 23 
1902 O O O 69 224 
1980 O O O 63 zd 
1981 O 0 O 51 205 
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TABLE XII 


SUBMARINE WARFARE OFFICERS 


Register 
YEAR ENS LTJG E LCDR CDR 
ies O 0 Q 0 O 
1964 Q 26 O Q O 
1255 O TOS O O 0 
1966 Q 6 208 O O 
T O O 246 O 0 
1968 O O AS O O 
1969 O 0 dief O 0 
1720 Q 9 18 m 0 
IN O Q 8 32 O 
1972 Q Q 9 125 0 
TS O 0 O 23 O 
NE O O O ee O 
WES Q O 0 a O 
1976 9 0 O ES O 
ON O Ó O 27 78 
195 O 0 O LO 81 
N 0 O 0 187 ag 
1930 Q Q O 19 E 
SSA O Q Q 18 Te 
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assumed that YG62 contained 1,731 aviators and 246 submariners 
as early as 1963. 
LAN Promotions 

oecond, for ease o? computations it is assumed 
that the effective date for ail new promotions is the mid- 
EOL uile period covered by the "Register". As stated at 
sie beginning of this Chapter this assumption does not hinder 
miemeoMparicons of this study. This date is necessary in 
order to determine which part of the pay table is to be used 
che determination of basic pay rates and for the proper 
allocation of costs. It is assumed that all ensigns in YG62 
have an initial commissioning date of 31 December 1962 which 
Rene mid-point oí that year group. As a result those on 
active duty in the 1963 "Register" would be ensigns with 
over 18 months of active duty as measured on 30 June 1963. 
The basic pay table does not reflect & longevity pay increase 
dia tiervals of less than a year. Accordingly, those ensigns 
Womudereceivye basic pay at the "Under 2 year" pay rate. Since 
there were no new promotions during 1963 all ensigns would 
receive the "Under 2 year" rate for the entire period (1 January 
1963 through 31 December 1963). 

The year represented by the 1964 "Registers" 1964 
peecenuswacdirrerent situation. In that period there were 
CE o aromovions' to LIJG identified in the "Register". As a 
is adosumed that the effective date of rank for these 


ences mmole uly 1963 which is the mid-point covered by the 
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"Register". On 31 December 1963 these officers would have 
served on active duty for more than 2 years. The costs are 
then allocated as follows: (1) Ensign basic pay with an 
"Under 2 year" rate is allocated for the first six months, 
and (2) LTJG basic pay with an "Under 2 year" rate is allocated 
the last six months of 1963. On 31 December the basic 
rave increases to the "Over 2" rate. 
c. Retirements 

Lurd uds out-flouzof Naval officers prior to 
1962 represents a combination of factors. Most of the officers 
“Ed: during the period resigned or were forced out because 
of nonselection to LCDR. However, some of the officers in 
YG62 retired after 20 years of active service. These officers, 
although members of YG62, had prior service as enlisted 
personnel and therefore were eligible for retirement earlier 
than their contemporary officers. This number of officers, 
however, is small (less than 3 percent). For the purposes of 
analysis these officers will be considered as though they 
resigned or were discharged without EE Ese eligibility. 

d. Future Composition of YG62 

Fourth, "Registers" for years after 1981 have 
not been published. The absence of "Registers" after 14 
September 1981 introduced a problem with the documentation of 
the future career progression of YG62. In order to solve 
this problem the following steps were taken. The following 


attrition data has been obtained from the OPNAV staff (Hannah, 1983). 
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Table XIII contains the number of officer retirements for each 
of the 3 warfare categories and the fiscal year of retirement 
(as of February 1983). 

Those officers in YG62 who were selected for 
promotion to CAPT were identified by comparing the names of 
Hi icers in the "1961 Register" with the names of officers 
identified in the list of "selectees" from the CAPT selection 
boards for fiscal year 1982 and 1983. This was necessary to 
BE nuty tnose officers who were still eligible to be designated 
ER O cenvia! flac officers in 1982 and to identify their URL 


warfare community. 


TAPLES TI 
YG62 RETIREMENTS 


RETIREMENTS 


WARFARE CATEGORY FISCAL YEAR 82 FISCAL YEAR 83 
SURFACE Hd | 3 
AVIATION 56 4 
SUBMARINE 29 0 


The "1978 Register" was used to identify the general 
officer loss rate for those officers during the period between 
their 19th and 30th years of active service. The "1978 
Register"! was selected because it represents the mid-point of 
Em NL v2 . Eps = en dt i ‘ 
the YG62 Career progression toward 30 years of active duty. 

A cross-sectional analysis was conducted to identify historical 


EE on rates. The officers in YG's 48 through Di 
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were identified as officers still on active duty and serving 

ERP eitner CDR's or CAPT's. Linear regression was used to 

Peoyide attrition rates. The resulting data provided an attritiion 
rate for CDR's of 10% per year during their last 10 years. A 

9% attrition rate was determined for CAPT's who could remain 

ei ve duty for a ionger period. 

The linear regression attrition rates were then 
applied to the number of CDR's in YG62 commencing in 1979. 

Mies caleulation identified how many CDR's left active service 
during the next 10 years. 

Once the CDR attrition had been determined the loss 
data was then used to determine how many LCDR's left active 
Suey in 1962 and 1983. It was assumed that the loss data in 
meee AV werlected total iosses for FY82 and therefore if the 
officers were not CDR's they must have been LCDR's. The data 
GEE EE Lrition was applied commencing in year 19955. 

The results of the assumptions concerning the 


future career progression of YG62 can be seen in Table XIV. 


B. YEAR GROUP COST ALLOCATION 

M NE ccrtion provides a discussion of the cost allocations 
associated with YG62. 

I UNE ton provides an allocation of costs associated 
with the career progression of YG62. The allocation of costs 
and their identification as either expenses or investments is 


based upon the decision rules contained in Chapter 4. 
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1989 
1982 
1985 
1996 
1787 
ies 
1989 
1990 
1 
NOD 
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129% 
Jee 
1986 
1987 
1988 
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TABLE XIV 


FUTURE PROGRESSION OF YG62 


SURFACE WARFARE OFFICERS 


LCDR 


AR 
O O OR a ua 


AVIATION WARFARE OFFICERS 


LCDR 


CCI O DOES O CCO 


SUBMARINE WARFARE O 


LCDR 


DTO © Ore Oe OOo ox 
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ET 
138 
62 
48 
34 
20 
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41 
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39 
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41 
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ING ser Progression 

ine expense and investment costs are identified for 
each period of service covered by the "Register of Commissioned 
and Warrant Officers on Active Duty" for the years 1963 through 
Eu Costs for the years 1982 through 1992 are based on a 
E wonth period of time covering the period 1 October through 
30 September. 

The following definitions are used in the accompanying 
tables which identify the costs associated with YG62 and specific 
p-ryods of time. 

"Officers" represents those naval officers who are 
MEEN ner eiigibie for consideration for selection to flag 
Beer status. All costs associated with these officers are 
considered as expenses as set forth by cost rule 1. 

iresential" flag officer represents those officers 
Edema ro still eligible for consideration for selection to 
MitemOm meer Stavus. Ihe costs associated with these officers 
will be both expenses and investments as determined by the 
EE s10n rules. 

2. Expenses 

penses! represent all costs associated with those 
identified as officers. Expenses for those identified as 
"Potential flag officers" include the following: (1) the cash 
allowances BAS and BAQ, and (2) all other costs that cannot 


pemelacct Ted us investments. 
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a. BAQ and BAS Costs 

The cash allowance for BAQ is based partially upon 
wheuher or not the officer has dependents. Instead of attempting 
to determine the dependency status of each officer in YG62 
during a 30 year period, an analysis of Department of Defense 
Brusstres (0SD, 1982) provided the proportion of military 
officers with dependents for each pay grade. These same per- 
centages were then applied to the officers in YG62 for the 
mee pose Of cost allocations. Table XV contains a listing of 
the percentage of officers with dependents, BAQ rates, and 
average VHA Rates. These percentages and rates were applied 
against the number of officers in YG62 by each individual pay 


grade in order to determine the cost allocations. 


TABLE XV 
BAQ and VHA Rates 


Oriicers with 


Pay Grade Dependents BAQ VHA 
qe 16% $290.70 oí 
052 52% 361.80 73.99 
0-3 mi 106.50 94 24 
A oA 152210 iure 
0-5 94% 506.70 150.71 
0-6 96% 556.80 156.74 
om 98% 636.30 jus 

Utticero wi thous 

Pay Grade Dependents BAQ VHA 
oe 54% $223.50 $063.61 
030 oy 286.20 51.93 
0-3 26% Sc D POE 
0-4 9% Dr 6 130.55 
0-5 6% DO med DO 
0-6 1% 456.60 LS 
eu 24 508.50 119.05 
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N vesiments 

Investments represent those costs associated with the 
Me investment rules and are depicted for each of the following 
costs: (1) commissioning training costs, (2) warfare training 
costs (includes postgraduate and other subspeciality training 
costs) (3) basic pay, (4) medical care, (5) career incentive 
pays, (6) Responsibility Pay, and (7) retired pay. 

En Commissionina and Training Costs 

Inn costs are based upon the discussion of 
ie ing and each associated period as presented in Chapter 2 
and Invest Rules 5 and 6. 

E-NeonusssdqoDins source for the officers in YG62 
was obtained from the "1963 Register". TABLE XVI contains a 
in ote commissioning source and number of officers 
eu each source. 

By combining the data in Table XVI with the initial 
manana costs contained in Chapter 2, a weighted average 
ins cost of $16,063 is obtained for each naval officer 
MCSA This figure is used in the cost allocations which 
mod Low. 

Warfare training costs were obtained from 0P-110 
EN ser bed in Chapter 2 and are allocated as discussed in 
Chapter 3 with respect to URL officer development. 

ME die NG Speci ie Ud mes for tae Number or 
officers in each year group who should attend graduate educavion. 


Those who do attend are assigned on a need basis to fill 





TABLE XVI 


COMMISSIONING SOURCE 


SOURCE 


Naval Academy 

Merehant Marine Officer Candidate 

Aviation Officer Candidate 

NROTC Regular 

NROTC Contract Student 

Officer Candidate School 

Reserve Officer Candidate 

Naval Aviation Cadet 

Commissioned directly from Military 
Academy 

Commissioned directly from Air Force 
Academy 

Direct Appointment from Merchant 
He rie 

Enem Appointment Other 

USN Integration Program (enlisted 
to ensign) 

Graduates of Navy Enlisted Scientific 
Education Program (NESEP) upon 
commissioning 

¡cient Officer Candidate 


TOTAL 


72 


OFFICERS 


626 

2 

524 
705 
506 
2,7949 
lee 
388 


24 
So 


EU 





subspecialty billets at some time in the future (CNO, 1983). 
For the purposes of this analysis a cross-section of officer 
educational history as of 30 September 1978 was obtained 
(Demsko, 1983). This data represents the same period of time 
used for the future composition forecast of YG62 discussed 
previously. This data provided the number of officers in each 
pay grade who had received a graduate degree under a Navy 
funded program. The same percentages were applied to YG62 in 
der io determine the number and timing of their graduate 
education, 

b. Basic Pay and Medical Care 

Basic pay and medical care are considered as 
investments as indicated by Invest Rules 1 and 4. Increases 
Maebasic pay Occur at two year intervals with exceptions being 
RE men between “Under 2", "Over 2 years", "Over 3 years", 
and "Over 4 years", ifter 22 years of active duty, longevity 
increases occur only at the 26 year point. 


Medical care costs (Frankel, 1983) were applied 


Ft 
O 
E 


each year of the analysis as identified in Chapter 2. 

lable XVII contains the efteetive date oi ranks 
Mi porventia! flag officers associated basic pay table rate 
or iodo: allocation for each year of the 50 year analysis. 
Hu cepresents the "Register" in whieh the basic data is 
contained. 
career Incentive Pays 


Career incentive pays are considered as investments 


in accordance with Invest Rule 2. Aviation reer incentive 
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TABL 


E] 


XVII 


FLOW POINTS, PAY RATE and ALLOCATION 


AD LOC] cron 
YEAR PAY GRADE EFFECTIVE DATE PAY RATE PERIOS 
1963 0-1 31 Dec 1961 Under 2 12 "os 
1964 O — 1 Under 2 6 
0-2 30 Jun 1963 Under 2 6 
1965 0-2 Over 2 12 
1966 M Over 3 6 
0-3 Dona 955 Over ss 6 
1967 0-3 Over 4 12 
1968 0-3 Over 4 e 
1969 0-3 Over 6 12 
1970 0-3 Over 6 6 
O-4 30 Jun 1969 Over 6 6 
192. 77 0-4 Over 8 T 
1972 0-4 Over 8 s 
753 0-4 Over 10 d 
1974 0-4 Over 10 2 
975 0-4 Omen. e 12 
1976 0-4 Over 2 12 
Over 14 9 
1977 0-4 Over 14 6 
=E. 31 Mar 1977 Ue l 6 
1978 das Over 14 3 
Over 16 9 
1979 0-5 Over 16 12 
1980 0-5 Over 16 3 
dy je 2 
1981 =. Over 18 TE 
1982 0-5 Over 18 p 
Over 20 v 
1983 0-5 Over 20 6 
0-6 31 Mar 1983 Over 20 Ó 
1984 0-6 Over 20 > 
Over 22 9 
19S 5 co Over 22 1E 
1986 p me» 22 e 
1987 0-6 Over: 12 
1988 0-6 Over 22 3 
Over 26 9 
ISO 0-6 Over 26 e 
ooo 0-6 Over 26 12 
1991 = 6 Over 26 12 
ie 0-6 Over 26 12 
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Pay and the pays associated with career service in submarine 


u 


are based upon the successful attainment of "sates" as 
MA EG cd im Chapter 2.º It is not possible to determine which 
he oificers have not met their "gates" without a review of 
each officer's personnel records. However, since these pays 
ME Ed cd vo be paid during the period of duty in aircraft 
Em bnarines it is assumed that all of the officers in 
YG62 with less than 20 years of service are eligitle for 
ES tine career incentive pays. Subsequent to 20 years of 
service, only those officers who are serving in major commands 
as defined in Chapter 3 are considered as eligible for the 
career incentive pays. 

aca aa eli ei pilit or career sea pay 158 not 
available for all of the officers who comprised YG62. However, 
Navy statistics (Haggard, 1983) have been used to identify the 
potential number of naval officers in YG62 who would have been 
eligible for career sea pay and their years oi approximacve 
elizibility. In order to obtain these numbers overall Navy 
statistics (Haggard, 1983) were reviewed to determine the 
Menor rollo Officers in each pay grade who were receiving 
career sea pay and the amounts of the individual payments. 
These numbers were then applied to YG62. 

A review of the career progression of the 3 URL 


Wartare categories, as presented in Chapter 3, indicates that 


de 


H 


YG62 officers could have served on sea duty as depicted i 


lu I. Also, the average percentage of officers servin 


Fj 


vu 





at sea is also depicted in that table. The average rate of 
sea pay for officers is $180 per month as determined from the 
Navy data (Haggard, 1983). For the purposes of this cost 
allocation it is assumed that each officer serving on sea duty 
sin fact receiving the Navy average rate. No data is 
considered for those officers with less than 3 years of duty 
ise ninas is the initial eligibility criteria for receipt 
of career sea pay for officers. No distinction has been made 
HE do rank or warfare speciality because career sea pay is 


“al based upon duty served aboard a ship as discussed in 


ENSDter 2. 
TABLE XVIII 
SEA DUTY 
Med CATEGORY YEARS PERCENT 
SURFACE Del 23 
Sus a 9.0 Ro 
9.0 - 10.0 66 
Ad sod 6 50 
1330 217,9 50 
Mo SAO 50 
iN s = LOS o 
ee Gs ages Cee 20 
AVIATION DS MO 00 100 
A OO 100 
TAO O 100 
dre E Tong E 
18.0 si 0 25 
220 EE 0 25 
SUBMARINE Ou ze M 100 
LD OO 100 
12202 217.9 100 
1o75 pu os 98 
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O Sooni bility Pay 

o oni Dili iea is an investment as discussed 
ma le >. Responsibility Pay às directly tied to 
Hie position of Commanding Officer and that officer's rank. 
Table XIX indicates the assumed number of officers in YG62 
in the rank of CDR or CAPT who held an operational command at 
that rank and the Responsibility Pay that could have been 
received. The numbers are based upon an assumption because 
Responsibility Pay was not available as a compensation entitle- 
ment for the entire period of the career progression of YGo2. 
Pomeate toe r7oO Responsibility Pay was not permitted to be paid 
except under very limited circumstances. Today the rules are 
more liberal and the more liberal rules have been applied to 


YG62. 


TABLE XIX 
ALS UNS IEA pM 


TOTAL ANNUAL 
Y DAR POTENTIAL FLAG OFFICERS RESPONSIBILITY PAY 


1273 43 ee 
od? 17855 126,000 
1230 js 120,000 
Toe 109 12601000 
1935 38 68,400 
UO 218 54,000 
1986 = 48.600 


N Retired Pay 
Retired Pay is considered as an investment as 


discussed in Chapter 2 and Invest Rule 4. 


pi 





R ost Allocations 
The tables contained Appendix A represent tne 
cost differentiations for expenses and investments associated 
with YG62 during a 30 year period. All costs are those in 


effect during 1983. 


C. COST COMPARISONS 

One oi che general traditional approaches utilized for 
um resource accounting includes the measurement of costs 
incurred during the career of people in an organization 
(Pecorella et al, 1978). This approach, including the expensing 
Peete costs during the period in which they are incurred, 
Will be used to compare costs representing the traditional 
approach with the alternative approach proposed by use of 
the NOIM. 

Ida cional Accounting Costs 

Cost data displayed in Tables XXIV through LIII has 
been used to compute the cost of YG62 using traditional 
accounting. Data is compiled for each year by adding the 
expenses to the investments. Combined costs for YG62 are 
depicted in Table XX. 

An additional set of computations has transformed the 
traditional accounting data from current dollars to the present 
value of those dollars. The year 1962 has been used as the 
Pe eo: the computation and a 10 percent discount rate 
has been used. The 10 percent discount rate was utilized 


because that is the current discount rate used by the Devartment 


TOO 





TABLE XX 


TRADITIONAL ACCOUNTING COSTS 


LIFE-CYCLE COSTS ASSOCIATED WITH YEAR GROUP 1962 


ANNUAL ANNUAL 
YEAR EXPENSES INVESTMENTS TOTAL 
1963 $33.0 EE ae 2 qe o 
1964 35.6 GO 1,670.5 
1965 Ss ri are 12332 
1966 END 119.9 151 
1967 D 31000 o) 
1968 c 56.9 69.0 
1969 0:7 SUA om 
1970 WE are 56.0 
I Es 44.3 58.1 
ouo. 8.9 40.6 49.5 
do. 8.5 40.9 o 
O 36 ASA ER U, 
1975 D DE UNO oT 
1976 1255 61.4 eme 
1977 16.5 os 95.2 
1978 15.2 UR 63.0 
1979 A, 31.3 46.0 
1980 day] DERE 48.0 
1981 12.5 30.3 NS 
1982 p 25.8 33.5 
os: 10.9 16.8 DUE 
1984 9.9 se Po 
1985 oer 16.6 25.0 
1986 6.7 14.8 21.5 
1987 TO 12.8 17.8 
ee Be, jS 14.9 
1989 NE 9.9 IO 
1990 1.3 2 9.5 
1991 de 6.5 as 
1992 „8 4.9 5.7 
TOTALS: $385.9 TAIPA. $4,698.5 
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of Defense (DODINST 7041.3). Present value amounts as well as 
the cumulative cost of YG62 are represented in Table XXI. 
eo NOM Costing 

so ie assoeia ed with the NOIM is different from that 
associated with traditional human resource accounting methods. 
Ihe major difference is in the method of allocating investment 
costs. Once a cost has been identified as an investment by 
the investment decisions rules, the costs are allocated by the 
Beau ruses. Both sets of rules are contained in Chapter 4. 

The cost data for YGÓ2 contained in Tables XXIV 
ponen LILI has been allocated using the NOIM's cost rules. 
fe resulting allocations and the results of present value 


computations are reflected in Table XXII. 


D. COST COMPARISON 

A direct cost comparison can now be made between the two 
dpproaches. Table XXIII contains a year by year comparison 
of the cumulative present values for each approach. The same 
or tal collar amounts are presented, however, the effects of 
does din: the costs over time can be seen as a result of the 
present value computations. The present value costs of the 
NOUM are Tower reflecting the allocation of costs into future 


periods when benefits are to be received. 


1:82 





TABLE XXI 


TRADITIONAL PRESENT VALUE COSTS 


LIFE-CYCLE COSTS ASSOCIATED WITH YEAR GROUP 1962 


YEAR PRESENT VALUE * CUMULATIVE PRESENT VALUE 
1963 DRC SP $1,263.82 
1964 uU. 59 2, 620220 
OS 103.83 dO 
1966 un. Ee 
1967 73.86 2,0 399 
1908 E eqq O 
1969 Sn 00 3,0080 13 
1970 20.12 20 
1971 PA 64 2,0590 4 
um 17.08 QUON SS 
T 17 BOE Is 
127A A IE 
EMS 03.35 3,182 20, 
1976 72.12 3,2007 
I 2 oc Dye ae 
1973 2.216 Be Ms 
ES, EA Do oie 
ie Sul 220 
ION eL O ee 
1982 ESO 23320190 
2003 3.48 352000 
ie. Ee Bco 
ISO Ou De E 
1986 203 EE 
ied IO Doc AO 
1988 1.16 ATR oe 
1989 8 ER 
1990 on Dc 
1291 44 Doo TENIS 
1992 . 30 A So 


pone 39.278.006 
* Present value computations reflect the amount required 


e 
de beginning of the year vo fund the annual cost 
applied at the end of the year. 
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TABLE XXII 


NOIM COST ALLOCATIONS 


LIFE-CYCLE COSTS ASSOCIATED WITH YEAR GROUP 1962 


ANNUAL CUMULATIVE 
YEAR cost PRESENT VALUE * PRESENT VALUE 
1963 9313.4 $284.91 tec el 
1964 758.2 626.61 311452 
1965 fone? 564.91 (o 
1966 po 392.12 1,868.55 
1967 376.5 233.78 AE 
1968 196.9 S ae.) 
1969 150.9 TA 2 20. 
de Ee 36.81 pono 
1971 7256 Po. 7e EE 
1972 69.1 26.64 TS 
1973 86.6 30.35 2 MS nO 
1974 75.6 PS DO ORO 
975 E DIN PRT bees 
1976 Pon. ee 2508250 
1977 Se 18272 DUO 
19228 91.9 MC Oe Od, 
1979 85.2 15.69 a es 
1980 78.6 12.16 Cee O 
1981 89.2 2e] 2,587.20 
1932 lo 1 (2 202.55 
1983 as 6.86 2,609.27 
1992 123 E EI DS 
1985 49.3 5.13 2,619.21 
1986 No DE 2,623.63 
1087 Ed ERU DE) 2 
1988 41.5 pU 2,630.66 
1989 37,5 2.66 2638.32 
1990 Do 2.13 2,635.45 
1991 27.9 eu 2080.09 
1992 25.9 1.38 QR y 

ALS $4,698.5 QN CNET. 


Present value computations represent the amount 
required at the beginning of a year to fund the 
cost applied at the end of the year. 





TABLE XXIII 


DIRECT COST COMPARISON 


LIrz-CYCLE COSTS ASSOCIATED WITH YEAR GROUP 1962 


TRADITIONAL 

YEAR ACCOUNTING * NOIM* 
1963 e ae 
1964 2,644.40 e 
1965 2,748.23 o 
1966 2,834.17 [513/5555 
1967 P5175 Ju AA 
nos 2,0008 O | 
1969 EROS a A 
if Oo 025.0 aa a 
oa OS on 
m2 Dy OMNES Aa ks 
de COS os Zul S 
Bu Bao É pb) RO 
17 75 2, 1 90 E 
1976 Ra 90.21 2508, 30 
177 2 2 Ne zy m NU 
173 Em a A 
17 noo ge oa EE 
1930 9 coU pu ME 
a Nj scis ULM 
Io 2.2 OTIO QOO SOS 
253 dO I ER 
EPA O A 2514.08 
19.8 5 Doe ME 2 Een] 
1986 voe 3v dy Oo 
087 Gele O 2 
1988 pe DSS 2,020519 
oo 2,2 NN DNE i2 
190 DEE 1: 2,0305 
m1 Deed helo 2, 037209 
12 5M SO Dodo 


* Costs represent the cumulative present value of 
each of the accounting approaches. The present 
value represents the amount required at the 
HE Kan oi the year Lo fuma the cost appiiec 
at the end of the year. 
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VII. CONCLUSIONS AND RECOMMENDATIONS 


A. CONCLUSIONS 

This chapter provides the conclusions and recommendations 
of this study. The purpose of the study is to analyze an 
alternative approach for assessing costs associated with a 
naval officers career. The basic thrust of this alternative 
approach is to identify costs as either expenses or as an 
mavestments in the future. This thrust is designed to deter- 
mine whether or not decision-makers could be provided with a 
better basis for long-term planning decisions. 

Once the costs associated with a naval officer's career 
are identified as an expense or as an investment, a determina- 
tion is made as to the period over which the costs should be 
EA Ded Expenses are recognized as expired costs during the 
period in which ihe benefit is derived. Investments are 
allocated over a period of time which represents the potential 
returns on the dollars expended. The basic determination as 
ale 4 oek Of the benefit is the question of whether or 
EN AE ii 31 officer is still competitive for promotion co 
di AE orfjeer status. As long as the officer is considered as 
Emu cESor promotion, the cost should be considered as an 
investment if the benefit could reasonably be expected to be 
oca the future or at à higher rank. Conversely, once 


ga 


dt is detsruined that an officer is no longer eligible for 
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5 


promotion all costs associated with that officer are considere 


$ ) 
Ou 


as expenses. The costs for these officers are considered as 
expenses notwithstanding the fact that specific benefits would 
Hi 1] acerue from the performance of that officer. 

Ihe costs associated with YG62 for each of the 30 years 
were expenses in the year of occurrence. The costs were then 
totaled and present value computations were completed in order 
to provide a summary of total costs associated with YG62. 
Subsequently, these same costs were allocated over the 30 
lc crtoc using the decision rules of the NOIM approach. 
Again, the present value calculation of the costs was made. 

A comparison was then made between the traditional cost 
approach and those determined through use of the NOIM approach. 


B 


HS can be seen ir the preceeding Chapter, a difference of 
E rnexnalf a Dillion dollars does exist between the present 
value calculations between the two approaches. The specific 
Gellar amour: of the difference is not as important as the 
depiction of how the dollars are expensed. The approach used 
Pet serves to highlicht the fact that costs can have 
More lastino effects than would appear at first. 

The allocation of tne costs over time can present a better 
appreciation of actions taken by the manpower policy-maker. 
rurthermore, the approach taken with the NOIM appears to provide 
ER men perspective because it identifies total costs 
add ich a year group rather than just the marginal 


EL dding or deleting an officer or the billet. 


O 
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Svecific problems do exist with the approach used with 
Pue NOTM, First, and perhaps the most important problem 
Métates to the lack of specific guidelines that define what 
ces career path should look like. While no specific 
guidelines exist, the general career progression identified in 
Chapter 2 can only provide the manpower decision-maker witn 
a general idea of the effects of the cost allocations. 
Another major problem is the fact that individual compensation 
data as well as individual training costs are not readily 
available for use with the NOIM model. Therefore assumptions 
and generalizations, as discussed in Chapter 5, were made to 
facilitate the allocation of cost data. The same problem does 
also exist with the other approaches to human resource accounting 
BRR Ls cherefore a common deficiency. The last major problem 
Penso discussed relates to the fact that the analysis completed 
Dyetnis Study was retrospective in nature. The decision- 
Maser needs information about current decisions and what 
decisions to make in the future. In this respect the marginal 
cost analysis provided by the traditional human resource 
accounting methods may have an advantage. However, if the 
general nature of the future can be determined, perhaps the 


NOIM can provide an even better tool. 


B. RECOMMENDATIONS 


The following recommendations are made as a result of 


pss cu. 
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Recommendation One: Analyze the concepts developed by 
mas Suudy for possible application with those officers in 
Ene Navy woo are other than URL officers. Similar career 
Peegression paths exists for these officers and allocation 
zules could be identified for these officers too. 

Recommendation Two: Establish & set of Navy approved 
decision rules that reflect the needs of the Navy. These 
deeision rules would be used in future applications of the 
mole for all naval officers. 

Recommendation Three: Automate the compensation for 
gndividual officers to facilitate cost analysis. The need 
NI suene che privacy of the individual is recognized, 
but a better system of identifying costs is needed. The 
same recommendation applies to the definition and recording 
aaa costs. Gross averages may provide misleading 


data to decision-makers. 





APPENDIX A 
COST TABLES 


This appendix provides the cost tables associated with 
a cohort of naval officers who have served on active duty 
during the past 20 years. Costs are displayed as either 
expenses or investments for the past 20 years as well as 


EG ched future costs for the next 10 years. 


TABLE XXIV 
COSTS Talos 


@ Pie ss (0) 
Potemeial Flag Officers (6,516) 


| 


Expenses: 


Officer O 
Pementtad Flag Officer Se o es 
Total Expenses: Do SG QE 
Investments: 
Commissioning training costs: MOLDEO 
Jaare training costs: (CO UE 
Basic Day: SS de SO 
Medical care: 8,810, 128 
Career incentive pay: P AS 
PONS bility Pay: 0 
Retired vay: e ee a 
Total Investments: $1,257,172,182 
Year Total: DS OO SA. 2 





TABLE XXV 
COSTS - 1964 
Officers (1) 
aeaa] Flag Officers (6,515) 


Bxpenses: 


ORE Cer TODOS 
Powmemoial Flag Officer 35 BE ES Uie 
Total Expenses: S| Soo 
Investments: 
Oond ssaoning training costs: 0 
Warfare training costs: oe oe eo 
Basic pay: ee ee a 
Medical care: Siel: 195 
Career incentive pays: So Gl Tos 
Responsibility Pay: 0 
Retired pay: uec 
Total Investments: sl oe OES 
Year Total: $51, 0703 ¿25069 





TABLE XXVI 
COSTS - 1965 
ces (0) 
Potential Flag Officers (5,329) 


Expenses: 


UNS ers 0 
Potential Flag Officers EE SE 
Total Expenses: $ SIR EA EA 
Investments: 
Commissioning training costs: 0 
Warfare training costs: 0 
Basic Pay: Schu, it, 
Medical care: PO o 
Career incentive pays: O SUE 
Responsibility Pay: 0 
Retired Pay: E 
Total Investments: Oe ER 


9 


ven Voed: 15005 79952 FI 





TABLE XXVII 


COSTS - 1956 


pacers (217) 
Rental Flag Officers (4,615) 


axpenses: 
Officer: $ 5,886,680 
Puente Flac Officer: aa, 
Total Expenses: $ 35,232,819 
Investments: 
CW Soning training costs: Q 
VER re training costs: PEO 
Basic pay: 94,026,933 
Medical care: Beets 095 
Career incentive pays: 10, 221 soo 
Besponsi bility Pay: O 
retired pay: aa 
Total Investments: $ 119,939,670 
Sese. Total: A AU SO 





Officers (28) 
Potential Flag Officers (3,399) 


Expenses: 


D. cer: $ 778, 321 
Potential Flag Officers: 2,089650. TUI 
Total Expenses: $ 24,138,832 
Investments: 
Cemmrssioning training costs: C 
Warfare training costs: 2 OG DS 
DONC Pay: 18. 000722 
Medical care: dv c3 
Career incentive vays: 9,433,368 
mes ponsib1lity Pay: O 
Retired vay: T PESCE 
Total Investments: TE EE sos 
yc rotal: bo 72500065, 507 


aa 





Te eee Lk 
COSTS =) 1966 
si eers (0) 
Potential Flag Officers (1,758) 
Expenses: 
aw cers: 
Fevomiral Flag Officers: 


Total Expenses: 


ade siments: 


Commissioning training costs: 


Wiese training costs: 
Esc pay: 
Megucal “care: 
Greer incentive pays: 
Responsibility Pay: 
itemm red pay: 

Total Investments: 


Moog Towel: 


EO 


O 
en 
Io SE 


O 
11:20:05 
40,497,991 
oe 
Dye 
O 


T 
DO eye 


es ote 





TA BER KOCK 
COSTS - 1969 
Officers (0) 
Potential Flag Officers (1,559) 


Expenses: 


Officers: $ 0 
Potential Flag Officers i laces 
Total Expenses: $ 106 7125035 
Investments: 
Commissioning training costs: $ 0 
Warfare training costs: EO AA 
Basic Pay: a 
Medical care: 2.609.327 
Career incentive pays: Sees Ee 
Responsibility Pay: 0 
Retired pay: TEE 
Total Investments: $ 61,389,184 
ccu Total: $ D eye OT 


¡Ae 





TABLE XXXI 
COSTS IO 


Officers (205) 
petea@imeal Flag Officers (1,073) 


Potential Flag Officers 
Total Expenses: 


Investments: 


CommrcsioOning training costs: 


Warfare training costs: 
el ic pay: 
Medical care: 
“Er incentive- pays: 
Responsibility Pay: 
Retired Pay: 

Total Investments: 


ear tal: 


CH 


SET 
o dq OS 
14,747,729 


0 
0 
po 20 
uE y 
5,880,900 
AN 


DOE 
EES 2) 


Narr Wei, 





TABLE XXXII 
COSTS - 1971 
Officers (154) 
Potential Flag Officers (1,056) 
Expenses: 
Visureers; 
Povential Flag Officers: 


Total Expenses: 


Investments: 


Commassionine training costs: 


WE Are training costs: 
Base pay: 
“Medical care: 
Career incentive pays: 
Responsibility Pay: 
Retired pay: 

Total Investments: 


Rear LOual: 


1S 


th 


ao, O 
1,428, 768 
4,334,480 

0 


lc 
41,334,489 


s e 





IDE X TII 
COS tS = qo 
BE eers (14) 
Potential Flag Officers (1,023) 
Expenses: 
Officers: 
Potential Flag Officers: 


Total Expenses: 


aves ens: 


Cona Si oning training costs: 


Warfare training costs: 
puc pay: 
Medical care: 
Career incentive pays: 
Mesponsibility Pay: 
retired vay: 

Total Investments: 


Veer. Total: 


119 


465,289 
SO oes 
eo anc 


0 
0 
26,494,003 
EE die 
Slee OO 
O 


o Sa 
LO 


eo nona 





TABLE XXXIV 
COS Los TOS 
Officers (10) 
Potential Flag Officers (986) 


Expenses: 


icons: $ 345,814 
Pecna Flag Officers: Ari IE 
Total Expenses: $ 8,479,959 
S: 
Commissioning training costs: $ 0 
Warfare training costs: 2 El 
Basic pay: E ee 
Medical care: ID 
Career incentive pays: o 
HE Een iBidity Pay: 0 
Retired pay: ae oi 
Total Investments: $ 40,894,016 
Year Total: $ ee ls 
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TABLE XXXV 
COSTS - 1974 
Officers (1) 
HE meat Flag Officers (964) 
Expenses: 
Officers: 
Potential Flag Officers: 


Total Expenses: 


investments: 


Gemmrssioninge training costs: 


WER de raining costs: 
ba ie bay: 
Medical care: 
Career incentive pays: 
Meoomst biti ty Pay: 
Retired Pay: 

Houde Investments : 


wear Total: 


ei 


34,581 
Inne 
er, 


0 

GRE Co 
AA du 
LA 
ENE ee 
0 
NE 
io 20623 


5257208 EP 





TABLE XXXVI 
COSTO = 1975 
Officers, (0) 
Aenal Flag Officers (912) 
Expenses: 


Bl li Eers: 0 
Potential Flag Officers: poc Oe 


eft 


Totai Expenses: > TE 
investments: 
ss sioning training costs: $ 0 
Warfare training costs: 190,096,356 
Basic pay: Ak EE. AE 
Medical care; 15905, 055 
Career incentive pays: SEL, os 
Responsibility Pay: O 
Retired pay: ey de yoo 
Total Investments: Ie 
ju o Toma! : oe 37 oes 


lee 





TABLE INVII 
GO TS EO 
Officers (0) 
Potential Flag Officers (864) 
Expenses: (21 months) 
Omi cers: 
Povential Flag Officers: 


Total Expenses: 


Investments: (21 months) 


(ee ssionine Training costs: 


Wembare training costs: 
pog o pay: 
Meda cal care: 
Career incentive pays: 
Responsibility Pay: 
Retired pay: 

Total Investments: 


Cear Tora): 


U 
Lee, LOU 
DEO MS 
OS 
O 


Veet 
OS E 


73,841,603 





TABLE XXXVIII 
Ge ts =" 197 7 


Officers (283) 
Eer ad Plas Officers (601) 


Expenses: 
aid leers: $ dM c SEI 
Potential Flag Officers: Ge hoe 
Total Expenses: $ 16,491,538 
Investments: 
Commissioning training costs: $ O 
Mae Persining costs: AE ee 
Basic pay: tero lo 
Medical care: Sl, 
Carser incentive pays: Qo Om 
Mer si bed 1 Ly Pay: Q 
Retired pay: Me po A 
Total Investments: $ ME O TOS 
Rear Total: $ Oc 
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TABLE XXXIX 
COSTS - 1978 
al eers. (237) 
EE n ad Flag Officers (601) 
Expenses: 
dii) eers: 
Potential Flag Officers: 


Total Expenses: 


Aves Dus: 


Commissioning training costs: 


Warfare training costs: 
Be N pav: 
Medical care: 
Career incentive vays: 
Responsibility Pay: 
Retired pay: 

Total Investments: 


Year Total: 


525) 


m 


Zo NE 
RE 
To OS 


O 
16,209,800 
GEE SA 

SE o 
Rm Oo, Ee 
51,600 
DR, 
4 ie eel 


62,994,449 





CABLE XL 
COSTS - 1979 
Mii eers (227) 
Potential Flag Officers (586) 
Expenses: 
Officers: 
Potential Flag Officers: 


Total Expenses: 


Investments: 


Commissioning training costs: 


Warfare training costs: 
Basic pay: 
Medical care: 
Career incentive pays: 
Responsibility Pay: 
Retired pay: 

Ho al  indestments: 


Year Total: 


126 


AE 
E Con ee 
1700232200 


O 

0 

20.0, 2e 
IR sie 
2,202,055 
20,000 
EE N 
o As 


nos OUT 





ABLE el EK 
COSTS - 1980 
siens (213) 
Potential Flag Officers (572) 
Ene 
OU Meers: 
Pocential Flag Officers: 


Total Expenses: 


Investments: 


em siening training costs: 


Warfare training costs: 
Basic pay: 
Medical care: 
Career incentive pays: 
Responsibility Pay: 
Retired pay: 

Total Investments: 


tear local: 


Dn 


O.A 
2,142,852 
MENU 


O 
Mi E 
20 e ag 
qus es 

e V IG 
22,00% 
seyn 
Poe, Ve? 


MS 





TABLE XLII 
COSTS - 1981 
O icers (187) 
Potential Flag Officers (565) 
Expenses: 
Officers: 
EE oil Plac Officers: 


total Expenses: 


Investments: 


onsec) onine training costs: 


Wertare training costs: 
Basic pay: 
Medical care: 
Career incentive pays: 
Responsibility Pay: 
Retired pay: 

Total Investments: . 


cura. 


lee 


+f 


ISSO 
SOS p 
2 MS 


0 
0 
lE 
764,445 
Es UD S 
126,000 
es. 
US AE 


DONNE e 





TABS na 
COSTS 1092 
Officers (70) 
Potential Flag Officers (488) 
Expenses: 
OU idees: 
Pe al ELl ag Officers: 


Total Expenses: 


investimentos: 


Commissioning training costs: 


Warfare training costs: 
Basie pay: 
Medical care: 
Career incentive vays: 
MT OS od Ly Pay: 
Retired pay: 

Total Investments: 


Year Total: 


DONA ON 
D UID 
es O 


O 

0 
19,091,950 
660,264 
mos ae 

O 


UA 
25,803, 229 


Doo oT 0 





TABLE XLIV 
COS Sr ISO 
oe eers (172) 
oral Plage Officers (288) 


Expenses: 


Officers: $ 8,292,554 
Potential Flag Officers: 25507 907 
Total Expenses: $ qo OP MEE 
Investments: 
Commissioning training costs: $ O 
Warfare training costs: O 
Basic pay: ISO 
Medical care: 389,664 
Career incentive pays: O 
Responsibility Pay: O 
Retired pay: a 
Total Investments: by d S oe 
Medo Total: $ 2 Te 





TABLE XLV 
COSAS c9 9 
Dasıcers (1/}) 
Potential Flag Officers (288) 
Expenses: 
Di eer: 
oen id! Flag Officers: 


Total Expenses: 


Investments: 


Commissioning training costs: 


Mar tere training costs: 
Basic pay: 
Medical care: 
Career incentive pays: 
Responsibility Pay: 
retired pay: 

Total Investments: 


Mo TS 


SN 


ti 


e Ed 
a, 
EE eS 


O 

O 
12,580,791 
299.59 
1334080 
68,400 
4,954,026 
aie NI 


a 


1 


2 O 





TABLE XLVI 


GOSS =— 1985 


|n ocers (116) 
Potential Flag Officers (262) 


Expenses: 

Otivecrs: 

Potential Flag Officers: 
Total Expenses: 


Investments: 


CommassiOnine training costs: 


Warfare training costs: 
Basic) pay: 
Medical care: 
Career incentive pays: 
Responsibility Pay: 
Retired pay: 

Total Investments: 


Mear Total: 


I 


er 


5,826,249 
COEUR 
8,361,854 


0 


0 
14 EG 
255029 
220.000 

DA ODD 
LOG S 
MO SO A 


2 EE 





TABLE XLVII 
COSTS - 1986 
Officers (88) 
Potential Flag Officers (236) 
Expenses: 
@ id Eers: 
Potential Flag Officers: 


Total Expenses: 


Investments: 


Comas sioning training costs: 


Men raininE costs: 
Basic pay: 
Medical care: 
Career incentive pays: 
Responsibility Pay: 
Retired pay: 

Total Investments: 


Mestre local: 


133 


"EE 


Da 
2,283,980 
6,692,405 


O 
0 


TO 2 os 


els 
2175580 
48,000 


3,774,885 
VA ed de 


e 


‚505,506 





IE A 
OO AS AE 
ME deere (60) 
Potential Flag Officers (210) 
Expenses: 
Oiatkeers: 
Potential flag Officers 


Total Expenses: 


INvVessments: 


Commissioning training costs: 


Ne re raining costs: 
balie pay: 
Medical care: 
Career incentive pays: 
pcnc bal Uy Pay: 
Retirea pay: 

otal Investments: 


m 
Al 


year Total: 


A 


Hr 


2E 
2 a 
Du OT ie 





TABLE, KEIN 
OOS lS ec qo 
Officers (32) 
Potential Flag Officers (184) 
Expenses: 
Ue ns: 
Pond! Plas Officers: 


Total Expenses: 


Investments: 


Commissioning training costs: 


Warfare training costs: 
Basic pay: 
Medical care: 
Career incentive pays: 
hempwousiollity Pay: 
Retired pay: 

Total Investments: 


Year Total: 


ee 


XE 


€» 


1 , oe 894 
MOS O 
SAA 


0 

O 
8,666,179 
UNE 
ie 


O 
2 boe 
EE 


hie o 





TABLE L 
COSTS - 1989 
Officers (12) 
Potential Flag Officers (158) 
Expenses: 
ORTIvens: 
Bone lar Officers: 


Total Expenses: 


Investments: 


Coi SSi oning training costs: 


Mi dre raining COSTS: 
Basic pay: 
Medical care: 
Dame incentive pays: 
Kesgonsibility Pay: 
red Day: 

Total Investments: 


136 


Fr 


594,447 
VE MO 
E 

O 

0 
DU 
e SMS 

O 

0 

2, 0122 
oak pio 
ToS EDS 





TABLE LI 
COSTS - 1990 
Giticers (1) 
Potential Flag Officers (132) 
Expenses: 
(miu cers: 
Potentia: Flag Officers: 


Total Expenses: 


Investments: 


Comiiissaoring training costs: 


Warfare training costs: 
Basic pay: 
Medical care: 
calce incentive pays: 
Responsibility Pay: 
Ko red pay: 

Total Investments: 


Rear “ota! 


jo 


EE 


LT io 
le go 
E 





TABLE UR 
COSTS: = 1991 
Geet cers. (00) 
Potential Flag Officers (106) 
Expenses: 
Off cers: 
ooe eae Eag Officers: 


Total Expenses: 


Investments: 


Comes oning training costs: 


We rare training costs: 
Ede pay: 
Medical care: 
Career incentive pays: 
Responsibility Pay: 
Retired pay: 

Total Investments: 


Wear a ovel : 


iS 





Piers Gal pe 
COSTS - 1992 
OrGicers (00) 
Potential Flag Officers (80) 


Expenses: 


Oo ers: $ 0 
Poena ti Flag OPfieersg MEE Ee 
Total Expenses: $ 0 
Investments: 
Commissioning training costs: $ O 
Ho te training costs: 0 
Basic pay: O Or 
Medical care: TOS 8 
Career incentive pays: O 
Responsibility Pay: 0 
Retired pay: 978,149 
Total investments: $ A 
Kear Total: $ 5,703,084 
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